





Heres Why 


a Gunnison Home is a good Investment 


Investigate Gunnison Homes 


in your area 


@ New Perimeter Heating with 
Mor-Sun Automatic oil or 
gas furnaces 


@ Beautiful exteriors 

e Less maintenance required 
e Fully insulated 

¢ Flush Panel doors 

@ Fenestra steel windows 

e Thermo-Pane window walls 
@ American Kitchens 


e A. O. Smith glass-lined 
hot water heaters 


And Gunnison Homes are produced 


by a sound, progressive company 
with years of experience in home 
building—the company that pio- 
neered many of the greatest advance- 
ments in home prefabrication, 





THE NEW GUNNISON HOME is America’s finest and most widely-accepted 
pre-fabricated home. 

Here’s why: 

It’s a good-looking, completely modern ranch house. It stands out in 
any neighborhood. And a Gunnison Home is practical and easy to main- 
tain. It’s the kind of home that more and more people are turning to for 
comfortable, economical living. 

Of first importance to you as an investor, however, is the fact that 
Gunnison Homes are solidly built . . . built to last . . . designed and con- 
structed in a way that insures good re-sale value for years to come. Many 
Gunnison Homes have withstood hurricanes, floods and other disasters 
that have severely damaged conventional houses. Modern precision en- 
gineering methods and Gunnison’s realistic applications of strength-giving 
materials are responsible for this durability. 

Yet, with all of these advantages, Gunnison Homes cost less. They give 
the home-buyer more comfort, more livability and more satisfaction per 
dollar invested. That’s possible only because Gunnison (like practically 
all modern manufacturers in other fields) uses waste-reducing, time-sav- 
ing factory methods. 

Gunnison is America’s best answer to the great demand for a modern, 
economical home . . . and it’s the best answer to all of your requirements 


for a sound, practical investment. 


GUNNISON HOMES, INC., NEW ALBANY, INDIANA 
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Gunnison Homes 


“A lot of home—for a little money.” 






STATES STEEL corporation 
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PRESIDENT’S 
Column 


RE: S-3066 

S THIS is written, Congress 
has before it S-3066, the 
FNMA bill which, if passed, 
would move our government fur- 
ther into mortgage lending. MBA 
has consistently urged slightly 
higher allowable interest rates on 
VA guaranteed and FHA insured 
loans in the belief that private 
capital would provide the needed 
funds for defense housing, vet- 

erans homes, etc. 

Presently we find the level of 
savings at an unprecedented high 
with tremendous reservoirs of po- 
tential investment money in the 
hands of life insurance companies, 
savings banks, pension trusts and 
others. Interest rates in practi- 
cally all investment fields have 
advanced and our own treasury 
department has recently increased 
the rate of return on certain of 
its bonds; but GI and FHA mort- 
gages have remained frozen at 
levels that fail to attract the 
needed funds in a large part of 
our country. 

Except in a few Northeastern 
states, GI loans are being sold at 
substantial discounts although 
spokesmen for the Veterans Ad- 
ministration continue to say these 
mortgages provide a satisfactory 
yield at par. In the proposed new 
legislation, our government seems 
to recognize this situation in that 
it directs FNMA to_ purchase 
these loans at near-market dis- 
counts. 

Our government professes to 
have an anti-inflation policy but 
now urges the highly inflationary 
step of pouring more of Uncle 
Sam’s money into programs that 
could and would be handled by 
private investment sources. 

Political maneuvering may have 
confused some issues but I am 
convinced that MBA has made 
sound recommendations which, if 
followed, would accrue to the 
benefit of all concerned. 


DU beta 


President, Mortgage Bankers 
Association of America 
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VATIONAL HOMES uses only Quality Materials 


OWEN ; . 
pi. R NING 


FIBERGLAS 








» « e another reason why National Homes Mortgages 
are sound investments 


Every house produced by National Homes Cor- 
orati ‘ontains only t lit terials. 
anna onc le aeie adlirane NATION’S LARGEST PRODUCERS OF 
amous products such as Owens-Corning Fiber- QUALITY HOMES AT THRIFT PRICES 


glas, U. S. Gypsum Sheetreck, Upson Strong- 
Bilt Panels, Youngstown Kitchens, Bruce and 
Delfair Flooring, Douglas Fir Plywood, Ander- 
son Wood Work, are used throughout. Result: 
all National homes not only look smart — they 
stay smart. From every angle these fine homes 


make fine investments. 


National Homes prefabricated panels es OmME-S 


and structural parts are commended by 
Parents’ Magazine as advertised therein. We Gate] bY aan Lol, ti Mae) fic) eS baled” 
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Wustrated at left is the popular Westwood 


1084 square feet, three bedroom, one- 








floor pian an ideal family-sized home 
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DIVERSIFICATION 
SPELLS SUCCESS 
INTHE 

HOME BUILDING FIELD 
























More and more builders are finding that the 
diversity of the Peaseway line of homes pays off 
for them in consistent sales and profits! For there 
is a Peaseway home to suit every buyer—low- 
cost or luxury; traditional, ranch style, or con- 
temporary design—8 basic floor plans with 
exterior variations practically unlimited. That 
means the Peaseway Franchise-Builder com- 
petes in all markets . . . sells to all prospects. 


The Pease Line ranges from a traditional two 
bedroom home of 691 square feet to the con- 
temporary design ‘““Archwood” of 1410 square 
feet with 4 bedrooms and 2 baths. The basic 
designs of all Peaseway homes lend themselves 
to an unlimited number of exterior variations, 
insuring pleasing individuality for every buyer. 


Large or small, all Peaseway homes offer the 
utmost in quality, durability, livability, and 
salability! It pays to be a Peaseway Franchise- 
Builder—write today for full information. 















az = ae WRITE TO: 

PRICES RANGE FROM S7700 = _ # PEASE WOODWORK COMPANY 
FHA ACCEPTED ROOM 631 

CINCINNATI 23, OHIO 

"in business in Cincinnati since 1893” 
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““4t National 
Cash Register 


we believe...” 


STANLEY €. ALLYN 


President, National Cash Register Company 





“At National Cash Register we believe a thrifty employee is a better employee 
and a better citizen. By providing the Payroll Savings Plan for U. S. Defense 
Bonds we help our employees practice the thrift habit and build up a backlog 
of savings for their future security. By buying Bonds they become share- 


holders in their country.” 


The employee who joins the Payroll Savings Plan be- 
comes a man with an objective—a young fellow who 
realizes that the systematic purchase of Defense Bonds 
is a sure way to the down payment on a home ... a 
father who wants to provide for Junior’s college educa- 
tion ... an older man, with an eye to retirement and 
personal security. 


The man with an objective is a better employee. He 
knows that a day lost from work is just that much out 





of his take-home savings. He doesn’t take chances 
wants to stay off the accident list. He has a new realiza- 
tion that better work on his part will lead to advance- 
ment—and 
Bonds. 


larger monthly allotment for Defense 


The man with an objective is a better citizen, holds his 
head a little higher. He is buying a growing share in 


The U.S. Government does not pay for this advertising. The Treasury De- 
partment thanks, for their patriotic donation, the Advertising Council and 


MOT NbE ane 


America . . . helping to combat inflation . . . making a 
real contribution to the defense effort. 

These employee and employer benefits of the Pay- 
roll Savings Plan are reflected in the records of thou- 
sands of companies. Figures show that as employee 
participation in a Payroll Savings Plan grows to 60%, 
70% or higher, absenteeism decreases, the “Lost Time 
Accidents” curve goes down and production goes up. 

If 60% or more of your employees are not Men With 
Objectives, do something about it. Phone, wire or write 
to Savings Bond Division, U.S. Treasury Department, 
Suite 700, Washington Building, Washington, D. C., 
and your State Director, Treasury Department, will 
show you how to install a Payroll Savings Plan, or how 
to build an existing Plan. 

During 1951, over 1,500,000 employed men and wom- 
en joined the Payroll Savings Plan. 
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b> manage, finance, or are responsible for 


the maintenance of building properties, 


the information on this page ws vitally important to you. . . 


Two years ago, The F. C. Russell Company produced 
a revolutionary new completely pre-assembled 
window unit containing double glass, screen, built-in 
weatherstripping and installation casing. This unit, 
known as the Rusco Prime Window, was designed 
as original equipment for new construction. It won 
immediate and widespread acceptance because of its 


many economies and superior features. 


The Rusco Window can now be applied to existing 
buildings at a small fraction of what it would cost 


to replace old windows in the conventional way. 


There is no disturbance to occupants—none of the 
usual clutter and messiness. The entire job can be 
done from the outside. You get new windows for 
old at a fraction of usual cost, and in a fraction 


of the time it would normally take. 


Here are some of the additional advantages this 


ingenious new window development offers you: 


© Improves appearance of property. 
@ Increases property value. 





@ Increases rental income possibilities. 


© Greatly increases comfort of building 
occupants, because of Rusco’s rainproof, 
draft-free, filtered-screen ventilation 
feature. 

@ Cuts labor and maintenance costs in 
half! The Rusco Window completely 
eliminates seasonal changing, painting 
and storing of screens. Glass panels are 
removable from inside for quick, 
easy cleaning. 

© Reduces upkeep. Rusco Windows are 
built for years of trouble-free service. 
Made of galvanized steel, bonderized 
and finished with baked-on outdoor 
enamel. No troublesome sash cords, 
weights or balances— noted for their 
smooth, easy operation. 


@ Saves up to Ys in heating fuel costs. 


Get the full facts on what this important Rusco 
Window development can mean to you in property 
improvement and cost savings. Call your local Rusco 
distributor or write us and we will have a repre- 


sentative call at your convenience. 





World Leader in Window Conditioning 


REPRESENTATIVE IN ALL PRINCIPAL CITIES ° CONSULT YOUR LOCAL TELEPHONE DIRECTORY OR WRITE 


The F. C. Russell Company - Dept. 6-M062, Cleveland |, Ohio 
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There is A Great Difference 





SIZE, strength and reputation make a great difference between 
an All-American and a pigskin kid. 

Differences in size, strength and reputation also exist among 
insurance companies. Because these differences are appreciable, 
it is always wise to look beyond an insurance policy to the type 


of company which issues it. 

Lawyers Title Insurance Corporation of Richmond, Virginia, 
is outstanding in amount and character of assets available for 
protection of policyholders. No other title insurance company 
offers so much in financial strength and national reputation. 


(Upon request, condensed balance sheet 
will be gladly furnished) 


( Virginia ) 


lawyers Jitle [nsurance (Orporation 


Operating in New York Slate as (Virginia) Lawyers Tille Insurance Corporation 


Home Office ~ Richmond . Virginia 


rITLES INSURED THROUGHOUT 32 STATES, THE DISTRICT OF COLUMBIA AND THE ISLAND OF 
PUERTO RICO. BRANCH OFFICES AT ATLANTA, AUGUSTA, BIRMINGHAM, CAMDEN, CINCINNATI, 
CLEVELAND, COLUMBUS, DALLAS, DAYTON, DETROIT, MIAMI, NEWARK, NEW ORLEANS, 
NEW YORK, PITTSBURGH, RICHMOND, WASHINGTON, WILMINGTON, WINSTON-SALEM, 
WINTER HAVEN. REPRESENTED BY LOCAL TITLE COMPANIES IN 125 OTHER CITIES. 
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Slichter Sees No Severe Slump 





Continued high defense spending, technological advances, 
no big downward price movement and other factors com- 
bine to create a pretty favorable outlook for the future 
of business, in opinion of this much-listened-to economist 





S THERE any longer a serious dan- 

ger of inflation? 

Since March, 1951, the wholesale 
price level has dropped about 5 per 
cent and the consumer price index 
has risen only 2.5 per cent. The last 
year has been one of the most stable 
periods in the country’s history. 

The stability of the last year was 
achieved in the face of large increases 
in government expenditures, in busi- 
ness spending for plant and equip- 
ment, and in personal incomes and in 
spite of little increase in production. 
Government expenditures for goods 
and services rose by nearly $19 bil- 
lion a year between the first quarter 
and the last quarter of 1951, business 
outlays on plant and equipment by 
$3.4 billion a year, and personal in- 
comes after taxes by over $11 billion 
a year. 

In the meantime, the output of 
goods changed very little. The index 
of industrial production has scarcely 
changed for a year—in February, 
1952, it was slightly below February, 
1951. Other kinds of production have 
risen only slowly. 
>> WHAT HALTED IT: Inflation 
has been prevented March, 
1951, mainly by four developments: 


since 


>> The drop in personal expenditures 
for consumer goods: 

>> The decrease in expenditures by 
business concerns for inventories; 

>> The very slow rise in government 
defense expenditures after June, 1951, 
and especially after October; and 


>> The slow rise in the volume of 


personal incomes after October. 
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By SUMNER H. SLICHTER 


Has not the time come for the 
country to consider the possibility 
that the drop in expenditures on 
armament may bring about a more or 
less severe recession and to take the 
steps needed to avert a recession when 
spending for defense drops about the 
end of 1953 or sometime in 1954? 
One of the most respected investment 
services in the country recently ex- 
pressed the view that “while it is 
theoretically possible that the country 
could make the transition from rapid 
rearmament to armed maintenance 
without serious business decline, the 
odds are heavily against it as a prac- 
tical matter.” 

A substantial recession in the 
United States would be a most serious 
matter for the rest of the world. Other 
countries would be far less able to 
stand it than the United States. Fur- 
thermore, other countries have been 
led to believe if they forego some 
immediate rise in their standard of 
living in order to produce defense 
goods, they will soon be able to re- 
sume a rise in their living standards. 
The disillusionment that would be 
created by a world-wide recession in 
1953 or 1954 would be a godsend to 
the propagandists of Communism. 


>> THREAT IS REAL: The possi- 
bility that the end of the armament 
build-up would produce a severe re- 
cession is real and it would be folly 
not to take steps to keep the transi- 
tion from armament build-up to 
armament maintenance as smooth as 
possible. Nevertheless, the danger of 
a large drop in employment has, I 
think, been overestimated. There are 


two principal reasons for this con- 
clusion. One is that the peak in de- 
fense spending will occur later and 
that the ultimate drop in defense 
spending will be smaller than has 
generally been anticipated. A second 
reason is that the demand for goods 
will be greater than most people seem 
to assume. 

There are two reasons why the 
peak in defense expenditures will 
come later and the drop will be 
smaller than has been generally ex- 
pected—China is gaining strength as 
a military power and the technology 
of war is developing rapidly. The sig- 
nificance of China’s rise in military 
strength has received little attention 
from the American public. Indeed, 
the public seems to assume that the 
present regime in China is temporary 
and in the near future will be pushed 
out. There are no good reasons for 
accepting this wishful thinking. 
China’s growth in military strength 
will require that the United States 
contribute on a substantial scale to 
an alliance of Pacific countries. 
>> PEAK IS LATER: The rapid de- 
velopment of the technology of war 
will also have the two-fold result of 
limiting the peak in war expenditures 
and also limiting the drop. It will 
limit the peak because by compelling 
postponement of war contracts while 
the design of goods is being improved 
and by causing equipment of the im- 
mediately available type to be pur- 
chased in limited quantities only. 
The same conditions which cause the 
peak in defense expenditures to come 
later and to be lower will also limit 








the ultimate drop in defense expendi- 
tures. Each year there will be much 
new and expensive equipment that 
the armed services must have in order 
to be up to date. 

My guess is that the peak in de- 
fense expenditures will be somewhere 
between $60 billion and $65 billion a 
year and that the maintenance level 
will be around $50 billion a year. 
This is different from 
assumptions that the peak will be 
about $70 billion and the maintenance 


verv recent 


level about $40 billion. 
When the drop in defense spending 
occurs, the demand for goods will 


be greater than is generally expected. 
Investment in industrial plant and 
equipment will undoubtedly be below 
the present high levels, but the drop 
will not be large. It is not generally 
realized on what a huge scale indus- 
trial research is being done. 
Professional personnel in private in- 
dustrial research laboratories have in- 
creased from 54,000 in 1946 to 70,000 
today. Although the defense program 
has interrupted the training of many 
young scientists and engineers, it has 
stimulated the development of tech- 
makes in- 
sistent demands for metals that can 
withstand intense heat; it requires 
that parts be made to new standards 
of accuracy; it demands the produc- 
tion of more minute parts than indus- 
try has ever made; it accelerates the 


now 


nology in many ways. It 


substitution of electronic controls for 


mechanical controls; and it brings 
about the making of more reliable 
electronic equipment than has ever 


before been produced. The advances 
that are now occurring in technologi- 
cal “know-how” mean changes in 
methods of production, changes in the 
design of goods, and the development 
All of these 
provide demand 


for industrial plant and equipment, 


of new kinds of goods. 
developments will 


especially industrial equipment. 


>> SCHOOLS, KIDS, CARS: The 
drop in defense expenditures will see 
some rise in outlays of state and local 
governments because states and cities 
have been accumulating a large back- 
needs. A 


log of number of 


g large 
children of school age will require 


More than 


half of the country’s major highways 


many additional schools. 


are over 15 years old and are not 


adapted to modern traffic conditions. 
Che inadequacy of present highways 
the 
enormous increase in the number of 


has been greatly aggravated by 


8 


cars—passenger cars have increased 
from 27.4 million in 1940 to 40.2 mil- 
lion in 1950 and trucks from 4.6 
million to 8.3 million. Large expendi- 
tures on roads, bypasses, bridges, 
grade separations, are inevitable. 
Most cities have neglected to ex- 
pand their water supplies to keep 
pace with the growing demand for 
water. The consumption of water 
has been growing, partly because of 
the rise in the use by industry as the 
output of goods has expanded, and 
partly because greater domestic use 


O_O 


Slichter says “a substantial re- 
cession in the United States 
would be a most serious matter 
for the rest of the world. Other 
countries would be far less able 
to stand it than the United 
States. Furthermore, other coun- 
tries have been led to believe if 
they forego some immediate rise 
in their standard of living in or- 
der to produce defense goods, 
they will soon be able to resume 
a rise in their living standards. 
The disillusionment that would 
be created by a world-wide reces- 
sion in 1953 or 1954 would be a 
godsend to the propagandists of 
Communism.” 


 —— eee 


has been encouraged by the great in- 
crease in the number of water heaters 
and in the number of cars to be 
washed, and by the growing vogue of 
gardening. The country is also be- 
coming aware that it has been pollut- 
ing its streams and beaches, and it 
is belatedly waking up to the fact 
that its sewerage systems are either 
inadequate or out-of-date. 

The principal reason for believing 
that the drop in defense spending will 
not produce a severe recession is that 
individuals today are not spending a 
normal part of their incomes on con- 
sumer Perhaps we do not 
know what ratio of expenditures for 
consumer goods to personal income 
after i but the 
present ratio is low by past standards. 
The more that consumers save now, 
the more they will be able and willing 
to spend later on. Consequently, the 
present high rate of saving makes for 
future stability of the economy. When 
individuals return to their 
less normal habits of spending, the 


goods. 


+ ‘s. 
taxes is “normal, 


more or 


demand for consumer goods will rise 
by about $10 billion a year. 


>> BUYING NORMALLY: What 
are consumers likely to buy when 
their spending habits return to nor- 
mal? The answer to this question is 
“more of nearly everything.” Never- 
theless, there are some things that 
seem particularly likely to be in strong 
demand. Many people fear that the 
market for durable consumer goods 
is reaching a saturation point, but 
this does not seem to be true. The 
variety of durable consumer goods 
is constantly being expanded and the 
prices of many of these goods are 
being brought down to where millions 
of families can afford them. Only 
about 2 per cent of the wired homes 
have dishwashers, room air condi- 
tioners, clothes dryers, or waste-dis- 
posal units, and only about 9 per cent 
have freezers. There are great op- 
portunities for replacing gas cooking 
with electric cooking because less than 
one-fourth of the wired homes have 
electric ranges. 

The percentage of families owning 
automobiles has gone up substantially 
in the last decade, but it still has a 
considerable way to go because less 
than 2 out of 3 families own cars. 
This means that there are about 15 
million families that do not own 
cars. Furthermore, America has made 
a pretty good start toward becoming 
a nation of two-car families. The per- 
centage of families owning 2 cars 
increased from 4.8 in 1948 to 11.1 in 
1950. As people move to the suburbs, 
as the proportion of women at work 
continues to rise, and as incomes 
grow, the proportion of two-car fam- 
ilies will increase. Changes in living 
habits, such as the large movement 
of urban-employed people to sub- 
urbs and outskirts, will stimulate ex- 
penditures on housing, house furnish- 
ings, garden appliances, and plants, 
and swimming pools. 


>> DEFERRED SPENDING: The 
fact that consumers are deferring 
buying many kinds of goods because 
they are waiting for better models 
to be available indicates consumers 
will not be willing in 1954 to buy 
1952-model automobiles or television 
sets. In other words, consumers will 
not do the sort of thing that they 
did in 1946 when they purchased 
prewar models in large quantities. If 
a rise in consumer spending is to avert 
a recession in 1953 or 1954, manu- 
facturers must be ready to produce 
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real 1954 models—not simply dressed- 
up 1952 models. It will be difficult 
for manufacturers to do this. Never- 
theless, if machine tools can be made 
available for civilian use in 1953, 
manufacturers can offer greatly im- 
proved models in 1954. Furthermore, 
the non-defense demand for machine 
tools in 1953 will help offset the drop 
in expenditures by the defense indus- 
tries on plant and equipment in 1953. 
Now let’s leok briefly at the long- 
run prospects for prices. My belief 
is that the long-run movement of 
prices will be slowly upward. Fur- 
thermore, I do not believe that the 
long-run upward movement of prices 
will be interrupted by the long periods 
of severe price declines which have 
been characteristic of price move- 
ments in the past. For example, be- 
tween 1814 (just after the war of 
1812) and 1849, the price level de- 
clined by over half. In the next 20 
years the price level doubled, but 
between 1865 and 1896, the price 
level dropped by much more than 
half. Again, between 1920 and 1933, 
the price level dropped by more than 
half. The future will, of course, see 
periods of price declines, but these, 
I believe, will be shorter and less 
severe than the declines of the past. 


>> WE’LL DO BETTER: What is 
the basis for this assertion? Partly 
because I believe that the country will 
do a better job of controlling inflation 
than it did in the past, partly because 
changes in the economy make it 
harder for the price level as a whole 
to go down, and partly because the 
government is pursuing policies that 
tend to bring about a slow rise in 
prices. 

The country will do a better job 
of controlling inflation than in the 
past. Progress in this field is slow, 
but it is occurring. One can say with 
considerable confidence that the coun- 
try will not tolerate the crude meth- 
ods of government financing that 
were employed in the war of 1812, 
the Civil War, or even the First 
World War. 

Changes in the economy make it 
harder for prices to drop. There are 
four ways in which a drop in the 
price level!’ might come about. One 
way is through a drop in the prices 
of goods produced mainly by the self- 
employed, such as farmers and small 
businessmen. The self-employed differ 
from enterprises using hired labor in 
that their costs are fixed by contracts 
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to a considerably less degree than are 
the costs of the concerns using em- 
ployees. But the goods produced by 
the self-employed are a much smaller 
part of all output than they used to 
be. This is indicated roughly by the 
drop in the size of agriculture relative 
to other industries. Back in 1870, 
more than half of the gainfully em- 
ployed in the United States were 
engaged in agriculture; today only 
about 12 per cent of the gainfully 
employed are in agriculture. Further- 
more, the government will not stand 


ee 


Slichter says “the drop in de- 
fense spending will not produce 
a severe recession because indi- 
viduals today are not spending a 
normal part of their incomes on 
consumer goods. Perbaps we do 
not know what ratio of expendi- 
tures for consumer goods to per- 
sonal income after taxes is ‘nor- 
mal,’ but the present ratio is low 
by past standards. The more con- 
sumers save now, the more they 
will spend later. The present 
high rate of saving makes for fu- 
ture stability of economy, When 
individuals return to their more 
or less normal habits of spend- 
ing, the demand for consumer 
goods will rise by about $10 bil- 


lion a year.” 


ee 


by and let the prices of farm prod- 
ucts fall without limit. 

>> WAGE CUTS: A second way in 
which a reduction in the price level 
might come about is through general 
cuts in money wages. Such cuts have 
never been particularly important— 
the non-agricultural wage level 
dropped 15 per cent between 1873 
and 1879, about 12 per cent between 
1920 and 1922, and 20 per cent be- 
tween 1929 and 1932. These are the 
only important wage drops in over 
a century. Now the pervasiveness and 
strength of unions make it unlikely 
that substantial wage cuts will occur 
in the future. 

A third: way in which prices might 
be reduced is through a reduction in 
profits. The potentialities of this 
source of price reduction are limited 
because profits are such a fraction 
of the total selling price. 

A fourth way in which prices might 
be reduced is by a cut in labor costs 


as a result of technological progress. 


Nevertheless, I believe that the 
long-run movement of prices is likely 
to be upward. This belief rests upon 
three policies of the government that 
are not likely to be abandoned and 
that tend to raise prices. One is the 
policy of supporting the prices of 
farm products—the drop in these 
prices has been an important cause 
of cumulative deflation in the past. 
The second is the policy of encour- 
aging workers to organize. I believe 
that the unions are likely to push up 
wages a little faster than technologi- 
cal progress raises output per man- 
hour. The third is the policy of the 
government intervention in halting 
recessions. If the government halts 
depressions before prices have 
dropped to the level at which the 
previous boom started, each boom 
will begin with a little higher price 
level than the previous one and the 
long-run movement of prices will be 
upward. 
>> PRICES UP: When I say that I 
expect the long-run movement of 
prices to be upward, I am not saying 
that I expect the economy to be more 
inflationary than it has been in the 
past. I expect the swings of prices 
to be much milder than they have 
been in the last 150 years—the pe- 
riods of deflation to be less deflation- 
ary and the periods of inflation to be 
less inflationary. But people will be 
more concerned about the long run 
movement of prices than they used to 
be. 

An economy with a slowly rising 
price level imposes injustices on many 
people but it also has important ad- 
vantages over an economy in which 
each recession is sufficiently severe to 
wipe out the rise of prices of the 
preceding boom. The economy with 
a slowly rising price level has more 
employment, more output, and a 
higher standard of living than the 
economy with the stable price level. 
Consequently, the prospect that the 
dollar will slowly drop in purchasing 
power is not to be viewed in alarm. 
When one is compelled to choose be- 
tween two kinds of economies, each 
of which has certain disadvantages, 
one is naturally inclined to select the 
economy that produces the higher 
standard of living. Therefore, as be- 
tween an economy with a stable price 
level and one with a slowly rising 
price level, the latter is to be pre- 
ferred. 





A Good Foundation for a Good 


CORRESPONDENT-INVESTOR 
RELATIONSHIP 


By THOMAS E. LOVEJOY, JjR. 


President, The Manhattan Life Insurance Company 


E, in 

wondered 
some savings banks in their mortgage 
lending have done some of the things 
they do and why some have not done 
some of the things which they could 
do to their advantage. All of which 
prompts these questions — questions 
which aren’t put to all savings banks 
because a good many are doing a 
very fine and effective mortgage lend- 
ing job. It may be that these ques- 
tions should be directed to the trus- 
tees rather than to those directly 
responsible for the mortgage activities 
of the banks. 


organization, have 
for some time why 


our 


We have, of course, been very con- 
scious of the problems savings banks 
have had until re- 
making 
mortgages because 


of the old limita- 


cently in 


tions in the area 
in which they 
could lend. Be- 


cause of such lim- 
itations, they had 
no alternative but 
to compete with 
one another for 
loans—which resulted in offering 
lower rates on mortgages and, in some 
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cases, I regret to say, may have also 
required some stretching of the imag- 
ination in connection with appraisals 
to justify larger loans. 


Fortunately, the increase in values 


in recent years, because of inflation, 
has in many cases covered up many 
potential mistakes which may have 


been made shortly after World 
War II. 

However, several years ago these 
limitations as to the area in which 


they could lend so far as FHA and 
GI loans are concerned have been re- 
moved. Which brings up the first 
question: Why have not more of the 
banks taken advantage of this legisla- 
tion, and aggressively sought to build 
up an FHA and GI mortgage port- 
folio of loans in the South, Southwest, 
Middle-West, and the West Coast? 
Ten years ago when our company be- 
gan to build up a mortgage portfolio, 
we realized that it would be foolish to 
try to compete with the savings banks 
in New York; consequently I do not 
recall a single large conventional loan 
we have made in the New York Met- 
ropolitan area during the last ten 
years. We knew that we could do a 
lot better by getting away from such 
competition. 

The savings banks that have taken 
advantage of such legislation permit- 
ting them to make FHA and GI loans 
in other parts of the country have not 
gone to their friends in other institu- 
tions and asked them for suggestions 


or advice as to how to go about it. 
Some institutions, over many years, 
have been making mortgage loans on 
a national basis and certainly in that 
time have acquired a certain amount 
of “know how” which could be of 
great help to any institution starting 
in the same field. Perhaps if this were 
done these banks could avoid some of 
the mistakes and pitfalls that others 
made. 


In our own case, the Manhattan 
Life learned the hard way, but we 
soon recognized many of our mis- 
takes and corrected them promptly. 
For instance, we started out by buying 
loans through FHA mortgage brokers. 
That was the way, and we 
learned a lot from it. But one day 
we woke up to the fact that we had 
mortgages in areas where we did not 
want them. It is our policy to lend 
money only in those states where we 
are engaged in the life insurance busi- 
ness—this is a basic policy, based on 
the theory that we lend money in the 
areas from which we collect our in- 
surance premiums. All of our insur- 
ance salesmen are informed of this 
fact, so that they are in a position 
to tell prospective policyholders that 
any money their New York company 


easy 








The reader should know the background of this 
piece of mortgage philosophy before reading it. 
Not long ago Mr. Lovejoy was asked to address the 
Savings Bank Mortgage and Real Estate Forum in 
New York. After talking it over with some of the 
organization's officials, he decided that he wouldn't 
give the usual polite ge too often heard at 
meetings of this kind but would, in a = of 
helpfulness, tell the savings bankers, in down to 
earth language, some of the things they have 
done in the mortgage field in recent years which, 
in his opinion, might have been done better. That's 
what he did and here is what he said—a remarkably 
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frank expression of opinion from a life insurance 
resident. 

What will be of greatest interest to the greatest 
number of readers of The Mortgage Banker is his 
conception of what a good corres pondent-investor 
relationship ought to be. Remember that he is 
talking to savings bankers but basic fundamental 
ideas such as he sets forth apply to any a 
ent-investor relationship in the mortgage industry. 
You, as a correspondent—or as an investor—may 
have some reservations here and there, but you'll 
certainly want to think about the reasoning and 
philosophy back of every suggestion made. 
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collects from them is re-invested in 
their community. 

Certainly we have nothing against 
FHA and GI mortgage brokers—I 
think very highly of them and respect 
their knowledge and judgment. They 
can, and do, provide a valuable serv- 
ice. I have told them that we think 
it is cheaper to go out and get our 
loans ourselves rather than have them 
do our foot work for us. However, 
that does not mean that some day 
we won’t buy some loans from them 
or go to them and ask them to handle 
the sale of some loans for us. 

And here is another question that 
comes to mind regarding the opera- 
tions of savings banks and their pur- 
chase of loans in other areas of the 
country. In many cases, they are 
“one deal” buyers or “block” buyers 
and consequently are willing to pay 
a higher premium than the going mar- 
ket in order to get loans if the supply 
is less than the demand. This may be 
due to over-anxiety to put money to 
work. On the contrary, when the 
supply is in excess of the demand they 
are block buyers but at substantial 
discounts. In this case they are taking 
advantage of conditions which enable 
them to strike a hard bargain at the 
expense of the mortgage man who is 
in a jam. 

We question if that is a good long- 
range policy. When you open up a 
new mortgage correspondent relation- 
ship, you should expect it to be a long 
term relationship, mutually profitable. 
When you squeeze the last dollar out 
of a deal and don’t let the fellow 
make anything out of it, he will take 
it but he won’t like it; and when 
there is a change in the market and 
loans are hard to get, he is going to 
go to the other fellow who allowed 
him to make a little money, and give 
him first crack at any loans he might 
have. In the same way, when you 
pay above the market for loans in or- 
der to get a block, he does not re- 
spect you; and he will still take care 
of the fellow who he knows is inter- 
ested in his welfare, wants him to 
make some money, and expects to do 
business with him for a long, long 
time. 

We know today that we could buy 
FHA and GI loans at a substantial 
discount —in fact, we have turned 
down many blocks of GI loans at 95 
and lower and of FHA loans at below 
99. Our reply to our established cor- 
respondents has been “no, we don’t 
want to squeeze the last dollar out of 
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Now: probably more so than 
ever before, the mortgage cor- 
respondent is more interested in the 
so-called allotment or quota system 
whereby an investor can reserve 
and set aside for his loan offerings 
a certain sum for the ensuing six 
months or year. 

When an_ investor 
from the mortgage market it is a 
most disrupting development for 
the loan correspondent who relies 
upon him as his normal outlet for 
loans. It causes the correspondent 
endless worry and unexpected 
financing until the unaccepted 
loans are placed elsewhere. 

Investors generally can, and some 
do, estimate and project their fore- 
seeable investment income over en- 
suing periods of three, six or twelve 
months in such manner as to re- 
main constantly in the mortgage 
field and, at the same time, protect 
their correspondents to whom they 
are largely indebted for present and 
past loan volume. An investment 
officer should gauge his Company’s 
investment purchases so that mort- 
gage funds are available at all times 
—although in varying quantities, 
perhaps—to his regular correspond- 
ents if he expects to hold them and, 
in turn, expects them to give him 
service. 

A loan quota assigned by the in- 
vestor to the correspondent, whether 


withdraws 





I Vote for the Quota System 


By NORMAN H. NELSON 


Vice President, The Minnesota Mutual Life Insurance Company, St. Paul 


or not assigned tentatively, of, say, 
a half million dollars during a six- 
month period, provides that corre- 
spondent with an outlet for that 
amount of the total loans he orig- 
inates. It enables the correspondent 
to anticipate in advance his sale of 
loans; it provides him with security 
against lack of outlets; it ties him 
closer to the investor; it enhances 
his bank credit and avoids ware- 
housing. In other words, if a cor- 
respondent had such an arrange- 
ment with each of his investors— 
and he should have I think—his 
business would gain in stability and 
result in an orderly disposition of 
his product. 

If I were a correspondent I’d 
want to be on a quota system with 
each of my investors. 

Advantages accrue to the investor, 
too. It enables him to increase his 
volume in one section, gradually 
decrease such volume elsewhere, 
permitting of geographical distri- 
bution as he might like to have it. 
It eases his problem of excessive or 
insufficient backlogs of commit- 
ments, avoids peaks and _ valleys, 
permits better planning and en- 
ables him to remain constantly in 
the mortgage field as most invest- 
ors would likely prefer to do. 

And the quota system need have 
no effect on price changes as they 
may occur. 








this deal and we want you to make 
something out of it. Consequently, 
we will pay you the going market 
rather than squeeze you.” We may be 


wrong, but it is our thought that such 
an attitude is appreciated, and in time, 
“bread cast on the water” this way 
will come back to us. 


IN BALTIMORE, MARYLAND AND VICINITY 


Lawyers Title Insurance 
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(RICHMOND, VIRGINIA) 
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Another hazard of “block buying” 
is that you may suddenly wake up and 
that have 70 or 80 or 


realize you 


perhaps as many as 100 correspond- 
ents, none of whom is servicing more 
than $500,000 to $1.000.000 of 
That 


work for 


loans 
means a lot of un- 
staff, a lot 
ol correspondence and a lot of travel. 
Wouldn’t it be better to pick the spots 
go into, pick the cor- 


for you 


necessary your 


you want to 
respondents you want to represent you, 
concentrate on those cor- 
respondents and areas? If you have a 


$50,000,000 mortgage portfolio, and 


and then 


20 correspondents servicing an aver- 
age of $2,500,000 of loans each, it will 
save a lot of work and travel for the 
savings bank’s staff compared to the 
amount of work that would have to 
be done if the bank had 50 
spondents servicing an average of $1,- 
000,000 of loans each. In 
way, when a correspondent is servicing 


corre- 
the same 


$2,500,000 of loans for you, you are 
much more important to him than 
you would be if he were servicing a 
$500,000. “Block buying’ 
been all right the 
banks were switching out of govern- 


million or 


may have when 


ment bonds into mortgages, but it 


doesn’t seem a sound method in a 


normal investment program, particu- 
larly if it results in a large increase 
in the number of mortgage corre- 
spondents and in some cases may re- 
sult in having more than one in some 


towns. 


No Servicing Short Cut 


Another practice that we have ques- 
tioned, which has been going on re- 
cently, is one where, in order to move 
loans to make the yield on his 
loans competitive, a correspondent has 
loans for %4 


and 
offered to service the 
per cent servicing fee. We have even 
had them offer to service loans with- 
out a fee. We have declined to accept 
loans on either basis. We either turn 
the deal down entirely, or say we will 
take the loans at such-and-such a 
price with 2 per cent servicing. That’s 
not charity and we are not being 
charitable; we believe that we will get 
no better servicing than we pay for, 
and consequently we wish to be in 
the position, when the going gets a 
little rougher and collections are dif- 
ficult, to tell this correspondent that 
we expect the service we have been 
paying him for. Also, with the excep- 
two mortgage corre- 


tion of one or 


spondents that I can think of, I do 
not believe that a loan can be serviced 
profitably at 4 of 1 per cent. We 
feel that in the long run it would be 
better to pay 2 per cent servicing 
and let the fellow make a little money 
and put a little fat on his bones for 
slimmer times in the future. 

The relationship between the insti- 
tution and the mortgage correspond- 
ent is one where service both 
ways. It is just as important for the 
institution to give the mortgage cor- 
respondent service as it is for the mort- 
gage correspondent to give the insti- 
Prompt answers on 


goes 


tution service. 
submissions are vital to his operation 

all he wants to know is where he 
stands. Are you interested, do you 
want to commit for the loans or do 
you want to turn them down? Then 
he is in a position either to arrange 
for his temporary financing or offer 
the loans to some other potential pur- 
chaser. It is unfair to keep him on a 
fence. 

Another important service which 
the institution can render to the cor- 
respondent is to make prompt pay- 
ment for the loans when the final 
papers are shipped in. I have heard 
of cases of an institution—and some 
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insurance companies are just as guilty 
of this as some of the savings banks 
waiting as long as three or four weeks 
to pay for loans after the final papers 
had been shipped in. In fact, I have 
heard of some cases as long as two 
or three months. That is an imposi- 
tion on the mortgage correspondent. 
Now here are some of the things 
we do to help the correspondent plan 
his operation. We don’t say that this 
is the final answer, but at least it is 
appreciated by our correspondents. 
Some time during December, we fig- 
approximately many 
expect to buy during the 
coming year. In arriving at this fig- 
ure, we take into consideration esti- 
mated amount of run-offs of the mort- 


ure out how 


loans we 


gage portfolio because of amortization 
and prepayments that can be pretty 
accurately determined—and runs 
around 10 per cent. Then we 
mate the approximate amount of new 
funds we will receive during the com- 
ing year. I will admit that insurance 
companies have an advantage over 
savings banks in this factor. However, 
with this estimate, we determine how 
much funds expect to put into 
mortgages and other outlets. Then we 
notify each correspondent that during 
the coming year he can expect us to 
take so many $100,000 of loans from 
him. We qualify that by stating that 
if we find later on in the coming year 
will 


esti- 


we 


that we can take more loans we 
so advise him. 

However, with this preliminary al- 
location he is then in a position to 
plan his own operation for the com- 
It also benefits us in that 
so much of the funds 


ing year. 


we know we 


SOUTHERN 


are going to have to invest during 
the coming year will be taken care of 
and our only problem in seeking in- 
vestments is confined to that part of 
the estimated funds which will be put 
into other outlets. Another thing we 
try to do is to get the correspondents 
to spread out their offerings and de- 
liveries through the year so that we 
will not have an overflow of mort- 
gages coming in at any particular time 
during the year. This procedure may 
not be entirely adaptable to the opera- 
tion of savings banks because they 
cannot forecast 
posits. However, they can plan at 
least to the extent of the run-off on 
their portfolios within reasonably ac- 


their increase in de- 


curate estimates. 

I said that we wondered why some 
of the savings banks did not ask other 
institutions about their experience in 
lending on a nationwide basis. What 
I had in mind is the time and effort 
that could be saved for the savings 
banks by doing this. They could tell 
you what states have favorable fore- 
closure laws and low foreclosure costs, 
what states should be avoided because 
of long redemption periods or high 
foreclosure costs. They can help the 
banks find mortgage correspondents 
who they know by experience do a 
good job. In other words, the savings 
banks could profit by the experience 
of these institutions and save them- 
selves a lot of mistakes which the in- 
surance companies learned the hard 
way. 

There is another angle to this, and 
frankly, there is a little selfishness in 
it. We believe that a mortgage cor- 
respondent should have several mort- 
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gage connections. This will put him 
in the position where he will not be 
dependent upon any one or a limited 
number of outlets, and when such 
outlets are temporarily out of the 
mortgage market, he is left flat on his 
back. We do not like to have our 
mortgage correspondents depend on 
us that much. Consequently, we 
would like to help some of our corre- 
spondents find new connections so that 
they can build up the amount of loans 
they are servicing. This will put them 
on a sound operating basis and also 
not have them depend too much on us. 

These are some of the questions I 
have asked when thinking about the 
mortgage market and the activities of 
the savings banks in recent years. As 
I said before, perhaps these questions 
should be asked of the presidents or 
trustees of the banks. Why am I in- 
terested enough to ask these questions? 
I have already mentioned one answer: 
we want to help our mortgage cor- 
respondents. But there is another an- 
swer, too, and that is, we believe free 
and intelligent competition is healthy, 
we like such competition. With more 
mortgage lending on a national basis, 
we will have to keep on our toes to 
keep up with the parade. 
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Make FANNY MAY a 
CENTRAL MORTGAGE BANK 





It’s a suggestion to think about. The industry has been debating the 
question of a central mortgage bank for a quarter of a century. Do we need 
it? Mr. Wolfe thinks the present dilemma in VA loans offers the oppor- 
tunity to do something about securing some kind of central banking sys- 
tem within the industry and that Fanny May stands ready to be converted 
into just that. Mr. Wolfe, who is president of the First Mortgage Corpora- 
tion in Detroit, first presented these ideas at the Spring Clinic of the De- 


troit MBA where they stirred up considerable interest. 


The Mortgage 


Banker’s pages are always open to ideas and expressions of opinion about 
the industry. Here’s an idea that every mortgage man can think about. 


What do you think about it? 


Let’s have some discussion of this idea. 





Vi‘ ST mortgage bankers will prob- 


ably not agree with most of my 
statements here, but if my observations 
should help to accelerate some think- 
ing about what may be some progres- 
sive steps which the banking frater- 
nity, especially the mortgage banking 
fraternity, take, then I 
there will be a future to VA financing. 


can believe 


First, how investment insti- 


tutions in the country who purchase 
VA loans are buying residential mort- 


many 


gages—or are they buying government 
insured paper? I believe that pri- 
marily they are buying government 


guaranteed paper, and the fact that it 
iS represented in the form of mortgage 
The test 
is: what percentage of investment in- 
stitutions in the 
VA mortgages if they were not guar- 


think 


security 1S merely secondary 


country would buy 


anteed by the government? I 
the answer is none. 

Mortgage financing, especially on 
dwellings, rests on 
That, however, 
The 
basis for purchasing a VA mortgage is 
the backing of the United States Gov- 
ernment in the guaranty. 

Let’s look back 75 o1 
the history of this country 


single residential 
the security involved. 


is not true in the VA mortgage. 


100 vears in 

Che nation 
grew rapidly. The average individual, 
who kept expanding his business, 
started out with a small manufactur- 
ing plant and whether it was furni- 
ture, shoes or anything else, he went 
to a local bank and obtained a mort- 
gage. Gradually his business expanded 
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By BENTON B. WOLFE 


at such a great rate, that no single 
individual bank could take care of his 
needs. As a result, the individual busi- 
ness had to find another means of 
financing. Thus came into being 
corporate financing through bonds, 
debentures, preferred stocks, and other 
types of This little 
manufacturing plant, as it expanded, 
needed vast sums of money for further 
expansion. To obtain it, various forms 
i securities were issued 
which enable not only a little bank, 
but a diversified number of investors 


securities. same 


of corporate 


to invest in its business. 

The security was the plant but it 
represented only by corporate 
pieces of paper. These pieces of paper 
are corporate securities, of one form or 


was 


another. 
Today, when Union Carbide or 
General Motors wants to borrow a 


hundred million dollars, it cannot go 
bank and obtain a mortgage. 
There isn’t a bank in the country 
that has the facilities to give them that 
mortgage; so they issue a hundred 
million dollars of securities. The in- 
surance companies and the banks and 


to a 


other investment institutions purchase 
these securities. 

The building business, that is the 
construction of individual homes, grew 
and expanded with the growth of this 
country to the extent that we are now 
building, or capable of building, one 
and one-half million homes a year. 
Now, why is it necessary for the financ- 
ing of these individual homes to be 


done in the same manner as it was 
done 75 years ago, when every other 
means of financing has progressively 
streamlined itself to meet each situa- 
tion and each need? Does a plant of 
Union Carbide represent any more 
value or security than 10,000 or 15,- 
000 individual homes built in any 
large community in this country? 


If Union Carbide needs a hundred 
million dollars, it has no difficulty with 
its financing problem but if a commu- 
nity needs 10,000 GI homes for de- 
fense efforts, the financing for this 
creates a problem of such magnitude 
that Congress, the government agen- 
cies, and Senator Maybank’s commit- 
tee, have been working to find a solu- 
tion for private financing—and so far 
failed. It was necessary for Congress 
to pass a law to have FNMA issue 
advance commitments to builders; and 
in many regions the problem has not 
yet been solved. Is it because mort- 
gage financing for ten thousand homes 
entails a great deal of overhead in the 
origination, processing and closing of 
mortgages, and the duplication of 
records by the investment mortgage 
buyer, and continual duplication of 
records for the life of the mortgage? 

There is one conclusion no one can 
dispute: the government guaranteed 
mortgage is certain and absolute secu- 
rity to the lender. The corporate 
financing paper is not and corpora- 
tions, large or small, can have mis- 
management with resultant deprecia- 
tion of its indebtedness. 
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Why must we continue to insist on 
obsolete methods of mortgage financ- 
ing for VA loans? 

The greatest idea evolved in chang- 
ing the form of mortgage financing 
was originally set forth by the framers 
of the original charter of FNMA. 
That document, as intended by the 
men who drafted it, had in mind that 
FNMA should not borrow money 
from the U.S. Treasury, but that 
FNMA should issue debenture bonds 
at the going rate and sell it in the 
open market to investment institu- 
tions. When I say FNMA, I only use 
it as a symbol — any organization 
which follows this law of operation 
can accomplish the purpose. It was 
only after FNMA was formed that the 
intent was changed. It began to bor- 
row money from the treasury which 
tied up the government insured mort- 
gage financing strictly with govern- 
mental functions and indebtedness. 
With very little thought and effort, 
we can now use FNMA, as suggested 
by Robert Pratt, president of Institu- 
tional Securities Corporation before 
the Round Table discussion of the 
Maybank Committee last February, to 
provide all the government guaran- 
teed mortgage financing necessary “in 
accordance with the economic needs 
of the government as coordinated 
with their defense program. 

Mr. Pratt that FNMA 
should issue debenture bonds, at the 
competitive rates necessary for sale in 
the market at any particular time. 
These debenture bonds which are 


suggests 





invest in 


backed by the government, because 
the security is government insured 
paper, would be eligible to be sold to 
proper investment institutions. To il- 
lustrate this a little more clearly, the 
Maybank Committee was concerned 
with the defense housing project at 
Savannah, Georgia, the atomic energy 
site, because they were not able to 
obtain $25,000,000 of advance com- 
mitments for financing to build these 
homes. As a result, the builders were 
reluctant to go ahead. The utilities in 
that same defense area issued deben- 
ture bonds for expansion facilities stat- 
ing that it was necessary for them to 
expand their facilities in order to serv- 
ice the same defense housing project. 
The utilities had no trouble disposing 
of the debenture bonds at 3 per cent. 
They were sold on the market without 
any effort whatsoever. Is it any greater 
security for the investor to purchase 
the debenture bonds of the utilities? 
If the homes aren’t used, the facilities 
won't be paid for. Therefore, the 
utility company will have a difficult 
time meeting its interest on the deben- 
ture On the other hand, if 
anything goes wrong with the housing 
project, the government guarantee on 
individual mortgages will assure 
FNMA that they will be able to meet 
the obligations of their debenture 
bonds. 

Here is what Mr. Pratt said in his 
letter to the Maybank Committee on 
February 19, 1952: 

“The Federal National Mortgage 
Association should acquire authority 


bonds. 
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to issue advance commitments to pur- 
chase mortgages on new construction 
relating to defense and military instal- 
lations, and should it be necessary at 
the time when the mortgages are de- 
liverable pursuant to the related com- 
mitments, that the FNMA be pre- 
pared to purchase such mortgages 
with the proceeds of the sale of deben- 
tures issued by that corporation, rather 
than with funds appropriated from 
the United States Treasury. 

“First, may I suggest that it would 
be reasonable for your Committee to 
conclude that mortgages on new con- 
struction are not readily marketable 
in volume at the present time, and, 
that the and strains of the 
extraordinarily tight money market 
which currently exists in connection 
with all types of investments, are ac- 
centuated as they relate to mortgage 
investments on new construction, be- 
represent in- 


stresses 


cause such 
vestments in futures. 

“Therefore, to deal promptly with 
conditions as they exist now, I respect- 
fully recommend the following: Let 
FNMA issue advance commitments to 
purchase the permanent mortgage 
loans which will result from the con- 
struction presently contemplated. 


mortgages 
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? Upon 
have FNMA acquire the funds to pur- 
chase the i 


completion of construction, 

mortgages in accordance 
with its commitments outstanding, by 
the sale of its debentures to institu- 
tional investors. (As construction nears 
completion, the related mortgages, 
passing from the category of ‘futures’ 
into that of ‘immediates’, become 
more readily salable to private inves- 
tors. Consequently, actual purchases 


FNMA should be 


much less in amount than that com- 


of mortgages by 


mitted for originally 

When FNMA debentures are to be 
sold, let the maturities therof coincide 
with the approximate maturities of 
the mortgages 

“Let FNMA debentures bear an 
interest rate that will enable them to 
compete with other similar forms of 
investment paper. The volume of 
paper offered by FNMA would prob- 
ably be fairly large and interest rates, 
therefore, would have to be adjusted 
to meet all market circumstances at 
the time of offering 
FNMA 


legal power to issue notes, a test of 


Since presently has the 


the foregoing debenture proposal, on 
a relatively small scale, could be made 
readily now 

lhe making of the test would pro- 
voke expressions of opinion by the 
banking and mortgage lending fra- 
ternity as to the wisdom of the under- 
taking by FNMA. 

\ debenture operation of the type 


outlined herein merely changes the 
form of the mortgage investment and 
not its substance Che substance is 


the FHA or VA guaranteed mortgage 
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The form is the debenture which is a 
kind of warehouse receipt for mer- 
chandise stored in the mortgage port- 
folio of the FNMA. 

‘“Debenture activities by FNMA 
would not be any more ‘inflationary’ 
than the creation of the mortgages to 
which the debentures would relate. 
Nor would they be any more so than 
the sale of high-grade corporate bonds 
which are being sold currently for 
plant expansion and other corporate 
purposes necessary to finance the de- 
fense effort. 

“It is respectfully submitted that 
the debenture procedure could be used 
by FNMA as a mechanical device for 
the purpose of transferring to deben- 
ture holders, in liquid form, the in- 
FHA and VA 


guaranteed mortgages. Ultimately, its 


vestment benefits of 


entire portfolio could be so trans- 
ferred and the Treasury repaid.” 


VA Suggested a Bank 


Che same idea in another form was 
suggested by Mr. King of the VA, in 
his speech before the MBA Clinic in 
New York. He stated that there would 
be no stability in VA financing unless 
the mortgage bankers fraternity es- 
tablished a central mortgage bank. In 
my opinion, this would perform the 
same functions as the home loan bank 
does for the federal savings and loan 
institutions. If in existence today, such 
a central mortgage bank, which also 
could be FNMA, would probably alle- 
viate any hardships that exist in the 
mortgage field for any of us today. 

The money market will be affected 
depending upon whether the economic 
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stability which has prevailed during 
the past few months will continue, or 
whether another spiral of inflation will 
take place, or whether the sellers’ mar- 
ket will give way to a buyers’ market. 
These conflicting movements in our 
economy can not be foretold as any 
two eminent economists speaking on 
the same subject will take opposite 
views. The mortgage bankers are like 
a sailboat in the middle of the ocean, 
at the mercy of the prevailing winds. 
We have seen how all of these fluctu- 
ating and conflicting changes of events 
in our economy affect our daily opera- 
How can any mortgagee who 
must of necessity commit to builders 
six to nine months in advance on new 
construction, know what will happen 
to the market when these mortgages 
are ready for closing? 

What then, is the status of VA 
financing? We must assume that Con- 
intended that every GI who 
could qualify under the law has a 
right to exercise all that the GI Bill 
gave to them. Therefore, we must 
assume that veterans homes will be 
built, sold and financed until this ob- 
ligation is fulfilled. This obligation 
can be fulfilled in one of two manners: 


>> Direct financing 
which has been advocated and already 
in a small measure in effect. Prevail- 
ing sentiment of Congress, as evi- 
denced by statements made by Sena- 
tor Maybank’s Committee, intimates 
that unless private industry under- 
takes to do the job to fulfill this ob- 
ligation to the veteran, legislation 
for direct government financing on a 


tions. 


gress 


government 


large scale will be seriously considered 
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by our Congress. This is a simple 
answer, but not in keeping with our 
traditions or way of life. 


>> Independent financing by private 
enterprise. I did not use the word 
“individual” enterprise as in my opin- 
ion it no longer has the same meaning 
today as it did prior to 1929. I mean 
this in the sense that our economy is 
so vast that all large business whether 
industry, insurance, or banking is in a 
sense a “public trust.” Each represents 
the accumulated savings of the mil- 
lions of people who are depositors, 
stockholders or owners of insurance 
policies. 


The building industry has the largest 
financing problems of any single in- 
dustry in the country. Last year $16 
billion in mortgages were financed, $8 
billion in new construction. It is nec- 
essary to have stability in mortgage 
financing to maintain stability in the 
construction industry. This can be 
done with the creation of a central 
mortgage bank, or maybe a better 
name would be Federal Mortgage 
Bank. The present facilities and 
make-up of FNMA are such that it 
could be converted to a central mort- 
gage bank. Such a central mortgage 
bank would of necessity warehouse 
and discount only government insured 
loans. This would eliminate the “feast 
or famine” requirements of investment 
institutions of government insured VA 
mortgages. This would also eliminate 
the necessity of the large insurance 
companies to commit ahead for “fu- 
tures” for mortgages. It is said, at 
the present time, that the outstanding 
commitments, by insurance compa- 
nies, for mortgages is over $4 billion. 
Mortgagees who deal mainly in gov- 
ernment insured loans will then have 
this central mortgage bank to main- 
tain stability in the government in- 








sured mortgage picture. This could 
all be accomplished by private money 
without having propaganda meetings 
requesting our senators and congress- 
men to continually give us a “shot 
in the arm” by appropriating more 
money to FNMA. 


Industry Should Own It 


This central mortgage bank will be 
in a better position to meet the fluc- 
tuating conditions of the money mar- 
ket and would stabilize interest rates, 
by purchasing these VA mortgages at 
premiums or discounts in order to 
meet the prevailing interest rate of 
its own government secured paper in 
the changing money market. 

We should all be in a position to 
undertake and invest in the creation 
and operation of a central mortgage 
bank for VA mortgages which will 
fulfill the obligations to the veteran, 
prevent direct government financing, 
and maintain our tradition that pri- 
vate industry can do the job better. 


CHANGES TO BE MADE 
IN MBA DIRECTORY 


After the 1952 edition of MBA’s 
Directory of Members was published, 
several member firms made changes 
in personnel or organization which 
should be included in the book dur- 
ing its two year use. For convenience, 
the complete listings for these firms 
are reprinted below. It is suggested 
that members clip them out and paste 
them over the listings shown in the 
directory. 

The Detroit Mortgage and Realty 
Company’s old listing is shown on 
page 70; the Southland Mortgage & 
Security Company on page 39; and 
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the General American Life Insurance 
Company on page 84; the listing for 
H. B. Carroll appears on page 30 and 
should be replaced by the Pilot Life 


Insurance Company listing shown 


here. 


*DETROIT MORTGAGE AND REALTY 
COMPANY 
Corporation—Organized 1915 
333 W. Fort St. 
Telephone: Woodward 3-3680 


Officers in Charge of Mortgage Loan Opera- 
tions: Robert H. Pease, President; Robert 
Kee, Vice President; James C. McKendrick, 
Vice President 

Other Departmental Activities: Property man- 
agement, real estate sales, independent ap- 
praisal service, land contract servicing. 

Territory: Detroit and suburbs. 


*SOUTHLAND MORTGAGE & SECURITY 
COMPANY 
Sorporation—Organized 1950 
1029 Second Avenue 
Telephone: 7-6584 


Officer in Charge of Mortgage Loan Opera- 
tions: Dwight C. Moon, President 

Other Departmental Activities: Insurance, in- 
dependent appraisal service 

Territory: 300 mile radius of Columbus, in- 
cluding Georgia, Alabama and Florida. 


*GENERAL AMERICAN LIFE 
INSURANCE COMPANY 
1501 Locust Street 
Telephone: Central 1700 
Officer in Charge of Mortgage Loan Opera- 
tions: J. G. Driscoll, Vice President 
*PILOT LIFE INSURANCE COMPANY 
130-A Shoreland Building 
Telephone: 82-7676 


H. B. Carroll, Florida Mortgage Loan Super- 
visor 


Zone 26 


Zone 3 


of Mortgages, Deeds, Titles, Blue- 
prints, Contracts, Checks, Etc. 


@ only 5¢ each 
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INTERNAL CONTROL 
..» DO YOU HAVE IT? 


Who Should Control the Trust Funds? 


ECENTLY 
bonding house commended MBA 


a representative of a 
for stressing the importance of inter- 
nal control at our regional clinic meet- 
ings throughout the country. The re- 
mark that it 


commendable for ow 


was made was most 


organization, 
entirely from the 


which is divorced 


bonding business, to recommend a 
tightening of controls and procedures 
in the mortgage industry. Some of 
the suggestions or points I particularly 
stressed at the clinics are summarized 


below 


It is management’s responsibility 
itself 


customers to 


not only to but also to its in- 


vestors and safeguard 
the assets of the company and prevent 
and detect possible errors or fraud. 
Che protection which a properly func- 
tioning system of internal control 


affords against human weakness is 
therefore of paramount importance. 
\ good system of internal control not 
only reduces the possibility that errors 
attempts will 


undetected for any prolonged period 


or fraudulent remain 
but also enables management to place 
greater confidence in the reliability of 
financial and statistical reports. 


Che primary function of a cashier 
is to collect, record, and deposit the 
day’s receipts intact. Additional duties 
such as reconciling the bank account 
and mailing delinquent notices should 
be assigned to another employee. If 
a reassignment of duties is not made, 
that the cashier 
has complete control of the situation 


it becomes obvious 


and through the means of lapping 
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By THOMAS E. McDONALD 


Director of Servicing and Accounting 


may peculate any sum desired. When 
there is sufficient volume, it becomes 
clerk or ac- 
counting clerk to run a tape on the 


advisable for the mail 


mortgage mail payments received 
prior to delivering them to the cash- 
ier. If the cashier treats counter pay- 
ments and mail payments separately 
on her daily cash reconciliation sheet 
prior to making her daily deposits, it 
then improves the control on the 
cashier. In addition, the cashier should 
at all times be able to substantiate in 
detail any day’s counter payments. Of 
course, pre-numbered receipts should 
be used at all times whether in book 
form or in a counter machine. As a 
final check, the cashier should at no 
time be permitted to mail out de- 


linquent notices. 


Complete and accurate accounting 
records are absolutely necessary for a 
successful business. I cannot recall 
how many firms I have visited where- 
in no controls were kept on the total 
unpaid principal balances or escrow 
amounts. Considering the few min- 
utes it takes, it appears to me that 
we should at least maintain 
control balances by investors. In this 


escrow 


manner, we can reconcile to a control 
figure which tells us how much money 
we should have, and this figure is fur- 
ther substantiated by the bank state- 
ment. In many instances, a mortgage 
firm bank statement 
which indicates the amount of money 
in the bank account, but does not tell 
should be in the 


reconciles to a 


how much money 


bank account. 


One of the most important steps 
toward better protection against errors 
and fraud is to see that the quality 
of the personnel is commensurate with 
their responsibilities. In small or- 
ganizations, management naturally 
has to rely on the honesty of one or 
two employees who perform all the 
accounting duties. In larger organi- 
zations, this dependence on the hon- 
esty of the employees must be 
strengthened by the installation of 
some of the above mentioned internal 
controls. Although there is consider- 
ably more to discuss with respect to 
specific procedures followed in estab- 
lishing a sound system of internal con- 
trol, this information will be included 
in an article at some future date. 


Since, during this past month, a rep- 
resentative of a bonding firm appeared 
to be concerned over the possibilities 
of embezzlement in a few large mort- 
gage firms, I would like to stress an 
important point in this article. This 
representative expressed the viewpoint 
that in spite of the good work MBA 
has been doing to establish sound ac- 
counting principles in the mortgage 
industry, the seriousness of possible 
future losses necessitates that his bond- 
ing company take a more drastic ac- 
tion. Specifically, he inferred that his 
firm would request that various in- 
vestors carrying his company’s fidelity 
bond require all mortgage loan corre- 
spondents to forward their escrow 
money at the same time that they 
remit the principal and net interest 
on mortgage collections. He felt that 
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the transfer of escrow money from the 
loan correspondent to the control of 
the investor would minimize possible 
future defalcations. 

It seems very important to take ex- 
ception to this recommendation and 
suggest that investors contemplating 
changes in procedure in any way re- 
lated to the above defer such decisions 
until after reading the article “Mort- 
gage Bankers Association Blanket 
Bond” which will be printed in an 
early issue of THE MortTGAGE BANKER. 
After a great deal of work and study 
on the part of the Education and Re- 
search Committee, a master policy 
certificate-plan has been arranged 
to provide broader coverage at re- 
duced cost and recognize the mem- 
bership of the Mortgage Bankers As- 
sociation as a separate class of risk. 
Presently it appears to be common 
practice for correspondents to carry 
fidelity bonds on their employees. In 
addition, life insurance companies and 
other institutional investors carry 
bonds insuring them against loss by 
reason of acts of their correspondents. 
It seems quite apparent that the dupli- 
cate protection afforded an investor 
even under the present system mini- 
mizes the possibility of losses occa- 
sioned by the mishandling of escrow 
funds by the correspondent. 


Furthermore, may I emphasize that 
the recommendation of the bonding 
company heretofore mentioned is most 
expensive to both parties of the serv- 
icing contract. One large investor re- 
quires that their loan correspondents 
submit a monthly reconciliation of the 
escrow custodial account, and 
pares this reconciliation to the bank 
statement automatically forwarded by 
the bank each month. In addition, 
this investor requires that the mort- 
gage firm be audited by a certified 
public accounting firm at least an- 
nually. Finally, the investor has an 
auditing staff that periodically visits 
their correspondents for purposes of 
test the the 
records and determining that all pro- 


com- 


checking accuracy of 
cedures followed are in compliance 
with the servicing contract. To my 
way of thinking, the procedure out- 
lined above is more than adequate to 
insure the proper handling of escrow 
monies. Requiring the loan corre- 
spondent to forward escrow money 
to the investor, it automatically in- 
creases the servicing cost for both the 
correspondent and investor alike. As 


The Mortgage Banker for June, 1952 


an amusing point let me mention 
the case of one investor that followed 
this procedure of supposedly control- 
ling the escrow money but nullified 
the advantages that should accrue to 
him under this system by writing a 
check payable to the loan correspond- 
ent at the time it became necessary 
to pay insurance and taxes. Actually, 
the checks should have been payable 
direct to the proper tax collectors or 
insurance agencies. 

The main reason for writing this 
article is to keep you informed on 
recent developments which if pursued 
will result in additional expense to the 
mortgage loan correspondent, with 
absolutely no compensating advan- 
tages. It is also our belief that no 
material advantage would accrue to 
the investor; only more work and con- 
sequently a lower yield on mortgage 
investments. The solution to the prob- 
lem of the proper handling of trust 
funds does not necessarily lie in the 
imposition of new and cumbersome 
restrictions on the servicing agent and 
investor but in the establishment of 
internal controls and the enforcement 
of good audit procedures. The corre- 
spondent, hand in hand with the in- 
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vestor, should strive to accomplish 
these ends. 


>> WHAT’S BOTHERING YOU? 
What’s your gripe in servicing? ‘Tell 
it to the chaplain” was the army slo- 
gan when you had a gripe or problem 
and no one else seemed to lend a 
sympathetic ear or helped solve the 
problem. Our mortgage servicing in- 
dustry needs a similar outlet for pent- 
up aggravations caused by unnec- 
essary requirements, uncooperative 
attitudes, repeated negligence, etc. In 
order to enable both parties involved 
in servicing to air their respective 
gripes, the Mortgage Servicing De- 
partment will devote a small corner 
to publishing those recurrent annoy- 
ances which could and should be 
eliminated. 

If enough people have the same 
gripes, they cease to be gripes and 
become problems to be solved both 
by the investor and servicing agent. 
Some reforms and improvements will 
undoubtedly follow. Send your gripes 
to THe Morrcace BANKER and send 
as many as you wish—nothing is 
too trivial. We will print them here. 


—W. I. De H. 
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Today, more and more Mortgage Bankers are eliminating 
the need for manual or machine transcription of amortiza- 
tion schedules by using YORK MORTGAGE RECORDS. 
These standard record sheets eliminate copying of 
amortization schedules, errors in the transcription, 
and the calculation of perticipation in detail. 
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YORK MORTGAGE RECORDS OFFER MANY ADVANTAGES... 


ABULATING SERVICE 


BOX 945 


YORK RECORDS indicate the Mortgagee and the type of 
loan at a glance, save office time and speed window 
operation on all collections. 


Yes, YORK MORTGAGE RECORDS will SAVE MONEY 
for YOU! 


Write today for further information. 
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This Idea Proved a Real Time Saver 
in Processing Mortgage Applications 
By STUART MICKLETHWAITE 


Vanager. New Loan Division, The Maccabees, Detroit 


N OUR 
that a great deal of time was con- 
sumed in typing individual orders for, 
and making telephone calls for, credit 


organization we observed 


reports, pictures, appraisals, surveys, 
etc. Consequently, we set out to find 


better method for 


some handling 


these matters. After a period of con- 
and finally 


ct Operation 


trial 
developed a 


siderable error we 
form, in 
with a business form company, which 
has proved most successful. We have 
used it 1949 and have found 
that it provides us with complete 
records and takes approximately half 
as much time as it previously did to 


since 


process an application. 

While it’s simple, it is of such a 
nature that it doesn’t readily lend 
itself to illustration here, but I'll be 


glad 


to supply interested members 


with a copy. 
It is composed of distinct 


order for photo- 


eight 
namely, (1 
graphs; (2 


parts, 
order for appraisal; (3 
order for credit report; (4 
mortgage 


order for 
commitment: 5 
survey; (6 


policy 
order for master form 
showing dates of all orders: and (7 
the two index cards, one to be filed 
by name of proposed mortgagor and 
the other to be filed according to 
address of the property to be mort- 
gaged. 

The operation is quite simple. All 
the typist has to do is insert the 
form in the typewriter and with one 
typing operation completes all the 
required detail. the 
appraisal, photographs and credit re- 
port are 


The orders for 
removed by along 
at the top and 
placed in an envelope for mailing to 
the respective companies. 


tearing 
the perforated line 


‘he loca- 
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tion card and name card which are 
on heavier paper are filed in the 3x5 
file cabinet. The remaining part of 
the form is placed in the application 
file with the application, ete. 

When the applicant advises that 
the the commitment 
satisfactory, we proceed to order the 
commitment and 


terms of are 
policy 
This is done simply by re- 
the and 


mortgage 
survey. 
orders 


moving respective 


mailing. All orders are noted on the 
master form which remains in the 
file. 


We have found that our processing 
time has materially since 
we have started using this form and 
a further advantage is that any in- 
dividual checking the file de- 
termine at a glance just when the 
various papers were ordered and ap- 
proximately how much longer it will 


decreased 


can 


take before the mortgage is ready for 
closing. 

Prior to our using this form, we 
found that the files would accumulate 
on the order clerk’s desk whereas now, 
anyone receiving a phone call to order 
the mortgage policy and survey he 
simply removes the respective form 
and places it in the outgoing mail. 

Also, there seem to be fewer errors 
as the typist is conscious that in one 
typing operation she is typing several 
orders and is establishing the records 
for pending applications. The estab- 
the index cards at the 
inception of the application is a great 
aid in telephone calls. 


lishment of 


Of course, conditions vary in vari- 
ous parts of the country and it might 
be necessary to make several adjust- 
ments in the type of form, etc., in 
order that it may be useful to another 


organization: but we have had so 
much success with this that we 
thought we would pass along its 


principle to other lenders. 


NET INTEREST OF LIFE 
FIRMS 1951 WAS 3.18% 


HE net rate of interest earned on 
invested funds of U. S. life insur- 
ance companies, before federal income 
taxes, rose to 3.18 per cent in 1951, 
the highest rate for several years, but 
still materially below the rate prior to 
the early Forties, the Institute of Life 
Insurance reports. The comparable 
rate for 1950 was 3.09 per cent. 
“Almost the entire gain in invest- 
ment earnings was absorbed by the 
greater federal income taxes,” the In- 
stitute said. “The 1951 earning rate 
after federal income taxes showed a 
negligible increase to 2.98 per cent 
from the 2.97 per cent the year be- 


fore. The federal income taxes in- 
curred in 1951 were $125,000,000, 
about 75 per cent more than the 


$72,000,000 of 1950. 

The 1951 earning rate was consid- 
erably below the corresponding rate 
in 1940. Had the 1940 rate prevailed 
in 1951, the investment earnings of 
the life companies would have been 
at least $150,000,000 greater than they 
actually were. 

The increase in net earning rate 
in 1951 was attributable largely to 
portfolio changes by the companies, 
rather than to the important shift 
in interest rates which developed dur- 
ing 1951. This general upswing in 
interest rates was too recent to have 
had much effect on the year’s earn- 
ings; the results will show up more 
clearly in future returns. 

In some cases, the improvement in 
investment yield was substantial. Pru- 
dential, for example, reported the re- 
turn on its assets, before taxes, rose 
from 3.10 per cent in 1950 to 3.28 per 
cent in 1951. Mutual Life of New 
York reported a gain from 2.95 per 
cent to 3.08 per cent, before taxes. 

Even after the heavier taxes, a ma- 
jority of companies reported an im- 
provement. Prudential’s yield, after 
taxes, rose from 3.03 per cent to 3.08 
per cent, while Mutual Life’s return 
went from 2.84 per cent to 2.89 per 
cent. 

Holdings of life companies’ govern- 
ment bonds at the end of the year 
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This Wall Street Journal table shows the improvement in interest 
rates in 1951 for some of the larger insurance companies. Few fire and 
casualty companies report the interest rate earned on their investments, 
and many companies do not indicate the interest rate earned after taxes. 


1951 1950 

Company Before Tax After Tax Before Tax After Tax 
ee are 3.68% 3.52% 3.64% 3.52% 
Continental Assur. ...... 3.24 3.12 

Gen. Reinsurance ....... 2.67 hay 2.52 at 
John Hancock 3.08 2.89 3.00 2.89 
Manhattan Life ......... 3.13 ithe 3.09 ee 
ee rere 3.08 2.89 2.95 2.84 
New Eng. Mutual ....... 3.37 ith 3.30 eats 
Northwest, Mutual ...... 3.21 3.03 3.12 3.01 
Phoenix Mutual 3.29 3.09 3.26 <a 
oe 3.20 3.01 3.11 3.00 
PN gt ode sasckvdaa 3.28 3.08 3.10 3.03 
Springfield Fire ......... 3.19 3.14 

ee. PN fkenciss eee cae 2.12 

Travelers (Life) ........ 3.21 3.00 3.10 


Rate Earned——— mE = tbe 











totaled $10,958 million—a decrease of 
more than $2 billion during the year. 
Mortgage investments on December 
31 amounted to $19,291 million, more 
than $3 billion above the holdings a 
year earlier. 

Holdings of bonds of corporations 
other than railroads and public utili- 
ties during 1951 rose nearly $2 billion 
to a total of $11,022 million. 

Between 1945 and the end of 1951, 
the life companies’ holdings of U. S. 
government securities declined from 
46 per cent to 16 per cent of assets. 
At the same time mortgage holdings 
rose from 15 per cent to 28 per cent 
and the securities of business and in- 
dustry increased from 25 per cent to 
+1 per cent. 





PEOPLE AND EVENTS | 





MBA Past President Milton T. 
MacDonald has resigned his position 
as vice president of the Trust Com- 
pany of New Jersey, Jersey City, to 
become president of T. B. O’Toole, 
Inc., of Wilmington, Del. Mrs. Char- 
lotte M. O’Toole, widow of the 
founder, who served as president since 
Mr. O’Toole’s death, tendered her 
resignation, and was elected a vice 
president. Mr. MacDonald had been 
a member of the board of directors 
since Septeinber, 1950. 

In addition to his post as president 
Mr. MacDonald will 


and director, 
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continue to serve as trustee for the 
Teachers Insurance and Annuity Asso- 
ciation of America, New York. 





Robert J. Adams 


M. T. MacDonald 


Paul Bestor, president of Trust 
Company of New Jersey, announced 
the appointment of Robert J. Adams 
as vice president in charge of the 
mortgage department. He succeeds 
Mr. MacDonald. 

Gen. Raymond S. McLain has re- 
tired from the Army and returned to 


Oklahoma City to resume his posi- 
tion as president of the American- 
First Trust Company—that is, he tells 
associates, after he has caught up 
with his golf. He continues as a mem- 
ber of the Universal Military Train- 
ing Committee. 

T. S. Burnett has been elected to 
the newly-created position of finan- 
cial vice president of Pacific Mutual 
Life Insurance Company. . . . Current 
anniversaries include the 50th for the 
West Hudson National Bank in Ar- 
lington, N. J., of which William J. 
Church is president. 


COSTA SPEAKS BEFORE 
MINNEAPOLIS GROUP 


An address before the Minneapolis 
MBA on June 17th by President 
Aubrey M. Costa will be another in 
the series of local association meetings 
which he has correlated with the most 
extensive Clinic schedule MBA it- 
self has sponsored. On concluding 
the Clinic series with the final meet- 
ing in Los Angeles, he addressed the 
Kansas City Real Estate Board at 
their regular noon luncheon and spoke 
again that evening at the University 
Club before a group of mortgage 
men. Next stop was Birmingham, 
where he addressed the local group. 
He predicted some early relaxation of 
Regulation X and again emphasized 
that all that is needed in the present 
credit stringency in the mortgage field 
are equitable rates for insured and 
guaranteed loans. In Birmingham he 
was presented with the key to the 
city. 

Following that, came the Spring 
meeting of the MBA board in Ponte 
Vedra Beach, Fla., followed by an 
address before the Oklahoma MBA. 
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over a period of years 


WANTED 
INTEREST IN MORTGAGE FIRM 


Will buy all or part interest in a sound, going mortgage 
business or will join firm where interest may be acquired 





BY 


five figures. 








mortgage loan executive fully experienced in production, 
closing, sales and servicing of loans of all types, and in real 
estate. Age 42. B.S. degree. Married. Present earnings in 
Valid reasons for desiring change. Address 
Box 248, Mortgage Bankers Association of America, 111 
West Washington St., Chicago 2, Ill. 
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These prime V. A. Guaranteed Home Loans are 
secured by well-constructed quality single family 
homes, created by Mark Taper of Biltmore Homes, 
Inc., and other leading builders throughout Southern 


and Northern California. 


The builders represented by the RESIDENCE 
MORTGAGE CORPORATION are noted fbr 


their carefully-selected locations. These quality-built 


* For example, the average monthly earnings of 
area amounted to $325 in March, 1952, « 


Available In Parcels of 


Delivery Arra 
NOTE: The Residence Mortgage Corporation offer 


Phone 


STUART Aj RIP 


Residence Mo 


















| Loans with 


/ Seong Yiolis 


iS are homes in such widely-diversified areas as Los Angeles 
family County, Culver City, West Los Angeles, Whittier, 
omes, Compton, San Fernando Valley, Ontario, Upland, 
thern Santa Ana, the San Francisco-Oakland metropolitan 


area, etc. are sold to stable families with high 
earning power* and long-term employment in one of 


T ; . a . 4 
N CE America’s fastest growing States... now continuing 
d fbr to record great population gains and hundreds of 
-built new permanent industries. 


arnings of a manufacturing worker in the Los Angeles metropolitan 
h, 1952, according to the California Department of Employment. 


s of '/. million to 50 million 
Arranged To Suit You 


tion offers experienced servicing and collection facilities, if so desired. 
g ’ 


Phone, Wire or Write 


Aj RIPLEY, VICE PRESIDENT 


Mortgage Corporation 


SOUTH GATE, CALIFORNIA + TELEPHONE LORAIN 6-5/31 
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WHAT BANKS AND OTHER INVESTORS 
EARN ON THEIR MORTGAGE LOANS 


Vew study appears to indicate that the banks’ 
gross on its mortgage portfolios was about the 
same as for life companies but that costs for 
latter group of investors is somewhat smaller 


OW do different mortgage invest- 
ors do in their mortgage invest- 
variations of success 

short, the 

Some light is thrown on that 

subject in a new study just released, 


ing, what are 


there, in who does best 


job? 


one with particular interest for banks 
Data 


from a sample study of 170 commer- 


and life companies. obtained 
cial banks indicate that, when com- 
with data for life 
companies, mortgage investment expe- 


pared similar 


rience varies only narrowly from one 
type of financial institution to another. 

Carl F. Behrens, the 
study of Commercial Bank Activities 


who made 


in Urban Mortgage Financing, re- 
leased by the National Bureau of 


Economic Research together with Dr. 
R. J. Saulnier’s comparison of the 
findings with similar results for life 
insurance companies, found that the 
gross income of the majority of the 
responding commercial banks on their 
mortgage loan portfolios ranged from 
+.26 to 4.75 per cent of their average 
loan investment. 

The range is somewhat higher than 
the gross income earned by life com- 
but 
average 


panies costs, aS an average ol 
the 


group of banks, was 1.35 per cent, and 


loan investment for a 
for a comparable group of insurance 
companies 1.2 per cent. 

As of 1947, the ratios of net income 
to average the 
commercial banks and the life insur- 


loan investment of 
ance companies was fairly close—in 
the neighborhood of 3 per cent. 
Commercial banks play a many- 
sided role in the real estate financing 
market. One aspect of that role, di- 
rect mortgage lending by banks for 
their own account, is a rapidly ex- 
panding one, Mr. Behrens found. In 
1925 banks held 


one-twelfth of the mortgage debt on 


commercial about 


one- to four-family non-farm dwell- 


ings. The proportion increased to 


24 


something over one-sixth at the end 
of 1949. 

The banks which responded in the 
survey were nearly 75 per cent of 
all those with mortgage portfolios of 
$8,000,000 or over as of mid-1945, 
around 50 per cent of those with 
mortgage holdings of from $4,000,000 
to $8,000,000, but only 1 per cent 
of those with mortgage portfolios of 
less than $4,000,000. The great bulk 
of urban mortgage lending by com- 
mercial banks is done by the largest 
banks. Banks with assets of over $100,- 
000,000 did 40 per cent of this type 
of lending in mid-1950. 

Some elements of bias in favor of 
the banks enter the comparison be- 
tween the experience of the com- 
banks and that of the life 
insurance companies in this field, Dr. 
Saulnier points out. For example, the 
responding banks are likely to be the 
better-administered ones. Also, the 
less successful banks were eliminated 
by liquidation or merger in the thir- 
ties, although no life insurance com- 
panies fell in that group. But these 
considerations do not rob the com- 
parison of significance. 

When made by insurance 
companies and banks over the period 


mercial 


loans 








country. 


22 WEST MONROE STREET 





JUST OFF THE PRESS 


PERCENTAGE LEASES . 
80-page book 

® Current percentage rental rates- 
of tenants—provisions for customer parking—and other valuable 
data assembled from more than 1,000 current percentage leases 
recently made on 76 types of businesses in all parts of the 


@<A limited number of this edition is available in an attractive 
case-hard bound book at $10 each. 
ORDER YOUR COPY TODAY—SEND CHECK TO 


NATIONAL INSTITUTE OF REAL ESTATE BROKERS 


1920-46 are classified according to the 
year in which they were orginally 
made, and the percentage of loans in 
each year which eventually went to 
foreclosure is calculated, the mort- 
gage experience of the commercial 
banks is found to have been consis- 
tently better than that of the life 
companies, Dr. Saulnier contends. 

For all types of property combined, 
only 3.2 per cent of the mortgage 
loans made by the commercial banks 
over this period eventually went to 
foreclosure. Of the mortgage loans 
made by insurance companies, 8.2 
per cent were so terminated. 

The relative severity of the fore- 
closure experience of the two types 
of institutions in different periods was 
markedly similar. The per cent of 
loans going to foreclosure of those 
made in the years 1925-29 was, in 
both cases, about four times as great 
as the per cent of those made in the 
period 1920-24. While the experience 
of these commercial banks on loans 
made in 1930-34 was considerably 
better than their experience on loans 
made in 1920-29, this was not truc 
of the life insurance companies. 


But the commercial banks seemed 
to do less well in the disposal of fore- 













. . EIGHTH EDITION 


containing 
estimated annual sales volume 
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closed properties, Dr. Saulnier finds. 
Their losses on one- to four-family 
properties on loans originated in 
1920-47 was nearly 24 per cent of 
the original arnount of the loans fore- 
closed. For the life insurance com- 
panies, the losses amounted to some- 
thing less than 10 per cent. On other 
properties the losses ran 36 per cent 
for the banks, 14 per cent for the in- 
surance companies. 

For both types of institutions, the 
ratios were highest where the 
time-span between the origination of 
the loan and the period of the prop- 
erty’s disposal was the greatest. Also, 
for both types, loans made on a non- 
amortized basis had a higher loss rate 
than those made on a full or partial 
amortization basis, though the differ- 
ences were considerably greater for 
the banks than for the insurance com- 


loss 


panies, 

Loss rates on loans were calculated 
as the difference between the contract 
yield (the expected yield) and the 
realized yield. They were found to 
be lower on one- to four-family dwell- 
ings for both types of institutions than 
on all other types of property com- 
bined. In different periods, they were 
roughly similar for both. 

Mr. Behrens found, as in the case 
of the life insurance companies, that 
the loss rates of banks were highest, 
on the average, where contract yields 
were lowest. 

Considerably more than half of the 
amount of urban mortgage loans held 
by the commercial banks studied was 
secured by one- to four-family dwell- 
ings. The proportion for insurance 
companies is but similarly 
concentrated. The great bulk of loans 
is of relatively small original amount, 
under $10,000, with a 
greater concentration of loans of less 
than $5,000 in the smaller portfolios 


smaller 


somewhat 





PERSONNEL 


In answering advertisements in this column, 
address letters to box number shown in care of 
the Mortgage Bankers Association of America, 
111 West Washington Street, Chicago 2, Illinois 











Office manager in charge of servicing 
and accounting mortgage loan company 
desires change to Southwest or West. 32, 
married, 2 children, College Graduate. 
Address Box 246. 


Wanted by FHA approved mortgagee 
operating in three southeastern states, 
young man to head Credit and Collection 
Department who also wants to learn ev- 
erything about the mortgage loan business. 


Apply Box 247. 
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The most striking influence of the 
federal loan insurance programs on 
the home mortgage market, Mr. Behr- 
ens notes, has been the virtual elimi- 
nation of regional differences in in- 
terest Regional differences in 
the proportion of insured and guaran- 
teed loans to total loans outstanding 
may result, however, in some varia- 
tion in average interest rates for port- 
folios as a whole. The variation is 
somewhat greater for banks than for 
insurance companies. 

Mr. Behrens 
principally to a factual description of 
urban mortgage lending by commer- 
cial banks. 

In 1947 most of the loans made by 
the banks studied on four- 
family dwellings were fully amortized 
and provided for a monthly schedule 
repayment. In banks with large port- 
folios, about 70 per cent of the amount 
of these were insured; for banks with 
medium-sized and small portfolios the 
respective percentages were 50 and 45. 

Most of the had contract 
lengths of twenty years or more, loan- 
to-value ratios of 80 per cent and 
over, and interest rates of 4.0 to 4.9 
per cent. Non-insured loans had dis- 
tinctively less liberal terms, maturities 
of less than fifteen years, loan-to-value 
ratios of 40 to 69 per cent and interest 
rates from 4.0 to 6.0 per cent. 

Only 15 per cent of all loan con- 


rates. 


devotes his study 


one- to 


loans 


tracts made from 1920 to 1947 on 
one-family homes were modified, 
compared with 25 per cent of the 


contracts secured by other types of 
property. Sample loans with high 
loan-to-value ratios generally showed 
fore- 


somewhat higher-than-average 


closure rates. The foreclosure rate on 
fully amortized loans appears to have 
been slightly lower than that on par- 


tially amortized and non-amortized 


loans. Loans placed in the South seem 
to have had a _ higher-than-average 
rate of foreclosure, while experience 
in the West seemed to have been 
somewhat better than average. 

Mr. Behrens’ study is one of a series 
completed under the Urban Real 
Estate Finance Project of the Na- 
tional Bureau’s Financial Research 
Program. It was made under a co- 
operative agreement between the Fed- 
eral Deposit Insurance Corporation 
and the National Bureau and 
supported by grants from the Asso- 
ciation of Reserve City Bankers, the 
Life Insurance Investment Research 
Committee (acting for the American 
Life Convention and the Life Insur- 
ance Association of America), and 
the Rockefeller Foundation. 


LIFE FIRM LOANS RUN 
AVERAGE OF 9.7 YEARS 


VERAGE turnover rate of urban 
mortgages with life insurance 
companies representing 80 per cent of 
life company investments of this type 
was 9.7 years in 1950, according to 
the Life Insurance Association of 
America. The turnover rate represents 
the average life of the mortgages, tak- 
ing into account amortization and pre- 


was 


payments. 

In 1946, a similar analysis of life 
company mortgage investments 
showed a turnover rate of just under 
6 years. 

While 33 per cent of the companies 
found a turnover rate in 1950 of less 
than 6 years and 27 per cent reported 
9 years and longer, 74 per cent of the 
companies analyzed in 1946 reported 
a turnover rate under 6 years, and 7 
per cent showed an average rate of 9 
or more years. 






































OFFERING INSTITUTIONAL INVESTORS 
Since 1921 
SOUND MORTGAGE LOANS ON 
HIGHEST CLASS REAL ESTATE SECURITY 
with EFFICIENT SERVICE 
W. A. MCKINLEY COMPANY 
MORTGAGE BANKER 
312 Reserve Loan Life Bldg. Dallas, Texas 
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Brown L.Whatley Nominee for President 
MBA 1952-3; WA. Clarke Vice President 


ROWN L. WHATLEY, president 

of Stockton, Whatley, Davin & 
Company, of Jac ksonville, Fla., was 
named the official nominee for presi- 
dent of MBA for the 1952-53 term, 
it was announced by Aksel Nielsen of 
Denver, chairman of the nominating 
committee, at the regular Spring 
meeting of the Association at Ponte 
Vedra Beach, Fla. W. A. Clarke, 
president of the W. A. Clarke Mort- 
gage Company, Philadelphia, was 
nominated for vice president. M1 
Whatley will Aubrey M. 
Costa, president, Southern Trust & 
Mortgage Co. of Dallas. Other mem- 
bers of the nominating committee in- 
clude E. R. Haley, Des Moines; Mil- 
ton IT. MacDonald, Jersey City 
I. Shutz, Kansas City, and John C 


Hall, Birmingham 


succeed 


Byron 


Nominations for regional vice pres- 
idents in those six of the Associa- 


tion’s districts up for election in 


1952 were announced and include: 


William L. King, president, Boss 
& Phelps Mortgage Co., Washington. 
LD. ¢ 

Edward F. Lambrecht, Lambrecht 
Realty Company, Detroit, Michigan 
lrezevant, 


Stanley H. president, 


Stanley H. Trezevant & Co., Mem- 
phis 
Fred J. Freiner, president, L. E 


Mahan & Company, St. Louis 
John F. Austin, Jr., president, T. J 
Bettes Company, Houston 


J. R. Jones, vice president, Security- 
First National Bank of Los Angeles 


Nominations to the board of gov- 
ernors for terms expiring in 1956 in- 
clude 

Harry C. Peiker, Feist & Feist, 
New York. 

George B. Underwood, president, 
Underwood Mortgage & Title Co., 
Irvington, N. | 

D. Richard Mead, president, D. R. 
Mead & Company, Miami Beach. 


G. D. Brooks, manager, investment 
department, The National Life and 
Accident Insurance Company, Nash- 
ville. 

Jack D. Merriman, Merriman Mort- 


gage Company, Kansas City. 
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Homer C. Bastian, president, The 
Fidelity Investment Company, Wich- 
ita. 

Allyn R. Cline, president, Cline 


Mortgage & Trust Company, Hous- 


ton 





W. A. Clarke 


€ 


W. L. King Edward F. Lambrecht 





J. R. Jones 


¥, 


9 = 





D. R. Mead G. D. Brooks 


Stockton, Whatley, Davin & Com- 
pany, the firm headed by Mr. What- 
ley, is one of the largest mortgage 
banking firms and estimated to 
rank third in the country in volume 
of mortgage loans serviced. He is 
president of State Investment Com- 
pany and vice president of Telfair, 
Stockton & Company, affiliated com- 
panies. His company is the developer 
large number of outstanding 
residential subdivisions. Mr. Whatley 
is a member of the Rotary Club of 
Jacksonville and a former president 
of the Jacksonville Real Estate Board 
and the Jacksonville Chamber of 
Commerce. He has previously served 


of a 


as regional vice president of MBA 
and has been vice president this year. 
He is a member of the Ponte Vedra 
Club, the Florida Yacht Club, the 
Seminole Club and _ the 
Country Club. 


W. A. Clarke, 


the nominee for 


San Jose 


vice president, has 
been prominent in 
the mortgage in- 
dustry and in the 
Association for 





nearly a quarter Allyn R. Cline 





S. H. Trezevant Fred J. Freiner 





Harry C. Peiker G. B. Underwood 





J. D. Merriman Homer C. Bastain 
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century. He has been an Association 
member since 1931 and served on its 
board of governors and many com- 
mittees during that period. In recent 
years, he has represented the Asso- 
ciation before various congressional 
committees on matters pertaining to 
He was recently con- 
sultant to the division of selective 
credits in the office of estate 
credit in the Federal Reserve System, 
administering Regulation X. 

Mr. Clarke is a graduate of Swarth- 
more College, a former president of 
the Philadelphia Mortgage Bankers 
member of the 


the industry. 


real 


Association and is a 
Self Help Housing Committee of the 
American Friends Service Committee. 
He is a director of the Guardian Life 
Insurance Company of America and 
the Paramount Fire Co. 
He is a member of the Union League 


Club of Philadelphia. 


MBA MEETINGS PLAYED TO 
RECORD ATTENDANCE 1952 


More mortgage men attended more 
meetings in the first five 
months of 1952 than ever before- 

considerably MBA 
alone, since early January, have at- 
tracted well over 2,500, practically 
all of whom were from member firms. 
If it’s a good idea for mortgage peo- 
ple—or people in any industry for 
that matter—to get together, look at 
and discuss their mutual problems, 
then the MBA program for the first 


OBITUARIES 


Frank H. Wolff, former member of 
the MBA board and a past president 
of the Texas MBA, died at his home 
in San Antonio. His death occurred 
on the eve of the opening of the Texas 
organization’s 36th annual convention 
in Galveston. A native of San Anto- 
nio, Wolff had been president of W. 
K. Ewing Company for 20 years. He 
received his education at Washington 
and Lee University, Lexington, Va. 


Insurance 


mortgage 


more. meetings 














R. D. Buck Walton, vice president 
and general manager, American Gen- 
eral Investment Corporation of Hous- 
ton, passed away suddenly May 23. 
Mr. Walton one of the 
prominent mortgage bankers in Texas 
and formerly served as president of 
Texas MBA. Funeral 
held in Houston May 24. 


was most 


services 


were 
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half of this year certainly filled the 
bill. 
MBA’s three Mortgage Banking 


Seminars are coming up and the final 
event for the 1952-53 year will be the 
39th annual convention in Chicago, 
September 28-October 2. The Semi- 
nars apparently will open to capacity 
attendance and as for the Conven- 
tion, that too seems sure to set a new 
high record. Based upon advance 
reservations, attendance could easily 
reach 2,500. All of which may well 
reminder to make 
haven't 


serve aS a your 


plans now if you already 


done so. 


SAME STORY: NEW HIGH 
IN MBA MEMBERSHIP 


Total MBA membership has again 
reached a new high record, standing 
now at 1,770, with 135 new members 
admitted so far in this Association 
year ending August 31, 1952, John 
C. Hall, Membership Chairman, an- 
nounced. With nearly three months 
to go, there is every anticipation that 
the total will soon cross 1,800 mark 
for the first time. 

Working 
the Membership Committee has been 
the Membership Qualifications Com- 
mittee headed by Homer C. Bastian. 
This group’s work has developed into 
the the 
Association, since every new applica- 
tion is being thoroughly and carefully 
reviewed before approval. 

Of interest to MBA 
the standing of the various cities of 
the country MBA 
members as revealed by a compilation 
Mr. Hall made for his committee. 
Chicago leads with the 


in close cooperation with 


one of major activities of 


members is 


in numbers of 


most mem- 


bers, followed closely by New York, 
Detroit, Washington, D. C., St. Louis, 
Dallas, Philadelphia, Cleveland, Seat- 


tle, Birmingham, Los Angeles, Balti- 
more, Pittsburgh, Houston, Minne- 
apolis, Kansas City, Mo.; Denver, 
Memphis, Atlanta, Milwaukee, New- 
ark, New Orleans, Cincinnati, San 
Francisco and Louisville. Thus it is 
obvious that the size of the city is no 


indication of the extent of MBA 


members. 

New members admitted include: 

ALABAMA—Montgomery, Capbell- 
Howard & Cobbs, Jack Capell, 57 Adams 
Avenue. 

ARIZONA — Phoenix, A. B. Robbs 
Agencies, A. B. Robbs, Jr., secretary-treas- 
urer, 7 West Jefferson Street. 

CALIFORNIA — Los Angeles, Security 
Title Insurance and Guarantee Company, 
H. O. Smyser, vice president, 530 West 
6th Street. 

CONNECTICUT New Britain, The 
William D. McCue Company, William D. 
McCue, president, 300 Main St. 

FLORIDA—Miami, Florida Title Com- 
pany, John C. Vivian, secretary-treasurer, 
Pan American Bank Bldg. 

FLORIDA—St. Petersburg, Knight, Orr 
& Company, Inc., R. L. Sample, manager, 
804 Florida National Bank Building. 

GEORGIA — Atlanta, B. M. Grant 
Company, A. M. Kennedy, president, 208 
Grand Building. 

KENTUCKY — Paducah, Bill Reeves, 
Realtor, William P. Reeves, Citizens Bank 
Building. 

LOUISIANA—Baton Rouge, Gully and 


Poor, Realtors, Howard C. Poor, P.O. 
Box 1109. 
MARYLAND — Baltimore, Chas. H. 


Steffey, Inc., John W. Steffey, vice presi- 
dent, 18 East Lexington Street. 

MINNESOTA—AMinneapolis, Suburban 
Properties, Inc., James R. Wyatt, General 
Manager, 332 Midland Bank Building. 

NEW YORK—Jamaica, State Funding 
Corporation, J. A. Green, president, 168-15 
Hillside Avenue. 

NEW YORK—New York, Sonnenblick- 
Goldman Corp., Nathan Goldman, vice 
president, 100 East 42nd Street. 

PENNSYLVANIA—Philadelphia, Penn- 
sylvania Housing Finance Corporation, 
Frank F. Barker, vice president, 1528 Wal- 
nut Street. 

TEXAS—Austin, The A. W. Henderson 
Company, A. W. Henderson, president, 
1107 Capital National Bank Building. 

VIRGINIA—Vienna, The Vienna Trust 
Company, John M. Sherwood, Vienna. 

WISCONSIN — Milwaukee, Wisconsin 
Title Service Company, Wm. J. Hoyer, 
261 E. Wells Street. 





19 N. 7th 





INVEST IN THE GROWING 
MID-SOUTH 


Conventional Loans Available 
Originating in 
Tulsa, Okla., Fort Smith and 
Texarkana, Ark., and Shreveport, La. 


REPUBLIC MORTGAGE CO., INC. 


C. LAUGHLIN, President 


Fort Smith, Arkansas 










Phone 2-7233 
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Great Debate About Rate 


As many credit controls are abandoned and the government 
ups the take in its savings bonds, the FHA and VA rates 
remain the last places where the old idea of a proper 


HE great debate reached fever 
pitch in March and April and the 
MBA Clinic 


coast to coast were the origination 


rostrums at meetings 
points for sharply contrasting views 
of why the FHA and VA rates should 
and should not be raised and just 
what was the actual status of the 
market for mortgages. Aprii, 1952 
was a particularly active month for 
affecting 
Fanny May ran out of funds and be- 
fore month-end a bill was in the hop- 


great events mortgages- 


per to put some more money back. 
Regulation W was killed and a similar 
fate for Regulation X was expected. 
The government raised the ante in 
its savings bond program, not much 
but some; and it was quickly pointed 
out that, with this step taken, the 
frozen FHA and VA rates remained 
just about the last places where” the 
higher 
recognized. 

The great debate about mortgage 
rates reached new highs at the MBA 
Clinics in Atlanta and Memphis, con- 
tinued on at the Texas MBA meeting 
and those of other local 
associations, then was renewed on a 
vigorous scale at the New York con- 
ference and reached a climax at the 
Seattle and Los Angeles Clinics in 
late April and early May. 

Tied in with the rate question, and 
of about equal importance, was the 


interest rate level was not 


mortgage 


interest rate prevails; increases are still unpredictable 


question of what to do about Fanny 
May. What view ought the mortgage 
industry take, what should be the 
Association’s stand? 

“Fanny May, if allowed to expand, 
is an octopus that will eventually de- 
stroy us,” declared President Aubrey 
M. Costa at the Los Angeles Clinic, 
keeping well in mind that many mem- 
bers within the industry might indi- 
vidually favor a little more FNMA 
money right now but who, in a forth- 
right mood, readily admit that the 
agency is of no long-term benefit to 
a healthy mortgage business. 

Again, what should be our view 
about the proposed appropriations for 
FNMA over-the-counter purchases 
and the other principal provisions in 
Senator Maybank’s new bill? 

In the opinion of President Costa, 
as enunciated at the Los Angeles 
Clinic, our position ought to revolve 
on these four points: 


>> Oppose all appropriation for 
FNMA until FHA has, for a reason- 
able period, offered effective interest 
rates to encourage private investors 
into the field. 


>> If FHA offers effective interest 
rates and the program does not work, 
we approve appropriations for FNMA 
to purchase defense and military hous- 
ing mortgages only. 


>> We oppose any program to pro- 
vide additional funds for ‘‘over-the- 
counter” purchases of FHA or VA 
loans. 


>> We approve increased authoriza- 
tions for FHA. 

And it was on these four points 
which the Association presented its 
case at the hearings May 7th before 
the Senate Banking and Currency 
Committee, details of which have al- 
ready been reported to members in 
the Washington Letter. 

But nothing has been settled. The 
Senate has passed a cut-down version 
of the bill but the ultimate outcome 
is by no means clear. The market for 
mortgages remains spotty to say the 
least. And—as mortgage men who 
attended the MBA Spring Clinics 
found—the status of the mortgage 
business in one section of the country 
now can be something entirely differ- 
ent than in other areas. In New York 
and New England with their great 
concentrations of wealth, the improve- 
ment has been remarkable. There is 
a good par market for conventional 
loans. There is a par market for 
FHAs and the discount on VAs is 
smaller than elsewhere. 

Government, however, is as ada- 
mant as ever against any increase in 


rates. 
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SEEN AT THE NEW YORK CON- 
FERENCE (opposite page): No. 1— 
Charles R. Van Anden New York Life In- 
surance Company, New York; Frank E. 
Denton, American Title & Insurance Com- 
pany, Miami; Walter A. Scott, Scott and 
McCune, Inc., Pittsburgh; and Lindsey J. 
Rockwell, Mellon National Bank and Trust 
Company, Pittsburgh. 

No. 2—Carton S. Stallard, Jersey Mort: 
gage Company, Elizabeth, N. J.; Frank J. 
Lammerding, FHA, Newark; James J. Har- 
rigan, Jersey Mortgage Company, Elizabeth, 
N. J.; and James H. Kidd, American Title 
& Insurance Company, Jacksonville. 

No. 3—Jay F. Zook, Jay F. Zook, Inc., 
Cleveland; Franklin Barger, The Ohio Citi- 
zens Trust Co., Toledo; Carlton Dougherty, 
New York Life Insurance Co., New York; 
and Ray A. Murnen, Mortgage Investors 
Corporation, Toledo, 
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No. 4—Donald K. Brooks, Brooks, Har- 
vey & Co., Inc., New York; John J. Scully, 
The Chase National Bank, New York; 
Thomas J. Kappock, and Fred P. Condit, 
Title Guaranty & Trust Co., New York; 
and DeBlois Milledge, American Title & 
Insurance Co., Miami. 

No. 5—George H. Schmidt, The Title 
Guarantee Company, Baltimore; Oliver M. 
Walker, Walker & Dunlop, Inc., Washing- 
ton, D. C. and John F. Austin, Jr., T. J. 
Bettes Company, Houston. 

No. 6—Brown L. Whatley, Stockton, 
Whatley, Davin & Company, Jacksonville, 
Fla.; Mr. Walker, again; Donald B. Reagan, 
City and County Savings Bank, Albany; 
and John H. Scott, Scott Mortgage Co., 
Pittsburgh. 

No. 7—Alvin E. Soniat and Pat L. 
Davis, J. E. Foster & Son, Inc., Ft. Worth; 
H. E. Peterson, The Life Insurance Com- 





pany of Virginia, Richmond; and Jim S. 
Key, Key Investment Co., Midland, Tex. 


No. 8—Eugene R. Jones, Rucker & Rich- 
ardson, Richmond; K. A. Turner, Jr., Cole- 
man A. Hunter and R. V. Hatcher, At- 
lantic Life Insurance Co., Richmond. 


No. 9—Carl D. Hulsey and W. H. 
Hulsey, Garber, Cook & Hulsey, Inc., 
Birmingham; E. F. Blankenship and Paul J. 
Weinzierl, Realty Mortgage Co., Birming- 
ham; and W. B. Phillips, W. B. Phillips & 
Co., Birmingham. 


No. 10—Richard N. Symonds, Worcester 
Five Cent Savings Bank, Worcester; Wm. 
H. Crane, Realty Mortgage Company, Inc., 
Houston; W. A, Clarke, W. A. Clarke 
Mortgage Co., Philadelphia; B. W. Horner, 
National Mortgage Company, Memphis; 
Walter L. Greene, FHA, Washington; and 
Franklin D. Richards, FHA Commissioner. 
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Speaking at our Seattle and Los 
Angeles Clinics, FHA Commissioner 
Franklin D. Richards said, as he had 
at New York, that: 

“A great deal has been said about 
the mortgage market in the last two 
years, and much of it has been pretty 
pessimistic. All last year I heard that 
credit restrictions and the tight money 
market would cut new housing pro- 
duction to five or six hundred thou- 
sand units and substantially reduce 
the volume of existing construction 
financing. 

“This year the gloom has centered 
around statements to the effect that 
the yield on FHA insured mortgages 
is not satisfactory and that the De- 
fense Housing Program under Title 
IX is too risky. I do not think the 
facts warrant alarm. 
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AND OTHERS SEEN AT THE NEW 
YORK CONFERENCE (opposite page): 
No. 11—Victor B. Gerard, Commonwealth 
Life Insurance Co., Louisville; Thos. K. 
Hartzler, Jr., Hartzler Mortgage Co., Co- 
lumbus, Ohio; and W. E. Leland, Jr., Com- 
monwealth Life Insurance Co. Louisville. 

No. 12—Paul P. Swett, Jr., The Balti- 
more Life Insurance Company, Baltimore; 
Samuel E. Neel, MBA, Washington, D. C.; 
and Milton T. MacDonald, T. B. O’Toole, 
Inc., Wilmington. 

No. 13—E. D. Schumacher, United Serv- 
ice and Research, Inc., Memphis; Eugene 
A. Harrell and Scott N. Brown, First Trust 
Company, Chattanooga. 

No. 14—Thomas P. Coogan, Housing 
Securities, Inc., New York and assistant to 
the Secretary of Defense; and Joseph P. 
MacMurray, staff director of the Senate 
Banking and Currency Committee. 

No. 15—Fred W. Orr, Fred W. Orr & 
Company, Cleveland; Jay F. Zook, Jay F. 
Zook, Inc., Cleveland; W. Robert McMur- 
ray, Commonwealth, Inc., Portland Oregon. 

No. 16—Samuel E. Neel, again; R. 
Manning Brown, Jr., New York Life In- 
surance Company, New York; Charles V. 
Denning, New York Life Insurance Com- 
pany, Atlanta. 

No. 17—Ralph L. Price, Republic In- 
surance Co., New York; A. E. Landvoight, 
A. E. Landvoight, Inc., Washington, D. C.; 
and Russell H. Perry, Republic Insurance 
Co., New York. 

No. 18—Thomas E. Lovejoy, Jr., The 
Manhattan Life Insurance Company, New 
York; and Dwight C. Moon, Southland 
Mortgage & Security Company, Columbus, 
Ga. 

No. 19—Neal Hardy, deputy HHFA 
administrator, Washington, D. C.; Harry 
Held, Bowery Savings Bank, New York; 
T. B. King, VA loan guaranty director, 
Washington; FHA Commissioner Franklin 
D. Richards; Allyn R. Cline, Cline Mort- 
gage & Trust Co., Houston; and MBA 
President Aubrey M. Costa. 

No. 20—Robert Tharpe, Tharpe & Com- 
pany, Atlanta; Stanley P. Fosgate, Lon 
Worth Crow Co., Miami; and J. Mark 
Stanley, Jr., City Mortgage and Loan Com- 
pany, Miami. 
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“Despite all the pessimism in 1951, 
more than a million privately financed 
new residential units were started and 
an over-all total of approximately $16 
billion of residential loans recorded. 
The present indications are that this 
year’s gloom is as baseless as last 
year’s. During the first three months 
of this year, which are conceded to 
be slow building months, starts aver- 
aged almost 80,000 units per month 
and at this rate another million-unit 
Like- 


wise, thus far this year, when mort- 


year may be in the making. 


gage money is said to be tight, ap- 
proximately the same 
residential mortgages have been re- 


volume of 
corded as in the same period last 
year. 

“Insofar as the FHA is concerned, 
the picture follows the same pattern. 
In 1951 FHA insured mortgages on 
335 thousand dwelling units, and ap- 
plications filed in our field offices in 
January, March of 
1952 were up more than 20 per cent 


February and 


above the same period last year. 
78,800 new units and 123,800 total. 


“These are facts, and indications 
of future developments which make 


me feel confident that 1952 will prove 
to be a good home financing year. I 
believe my optimism is more realistic 
than the gloom of many mortgage 
bankers. 

“There has not been a meeting of 
bankers or builders in the last year 
or so at which the proposal to raise 
FHA interest rates has not been dis- 
cussed. Even though the industry was 
able to finance the start of over a 
million units last year and approxi- 
mately $16 billion of residential mort- 
gages were recorded, we are informed 
at every conference that the interest 
rate was and is too low to attract 
investment funds. 

“T have repeatedly made the state- 
ment that I thought FHA should 
have an effective and equitable rate. 
By this I mean a rate that will draw 
money into the insured mortgage sys- 
tem, which, incidentally, is a com- 
pletely voluntary system. 

“One need only examine the pres- 


ent volume of insured mortgage 





In New York (above), MBA President Aubrey M. Costa tells the Conference that what 
the FHA and VA programs need are equitable rates. Below, after the Conference ends, 
listeners query W. A. Clarke for his further views. 
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At the Seattle Clinic (opposite page): 

No. 1—H. G. Baldwin, Washington Mu- 
tual Savings Bank, Seattle; Boland Wilson, 
Citizens Federal Savings & Loan Associa- 
tion, Seattle; and J. Frank Jefferson, Seattic 
Trust & Savings Bank, Seattle. 

No. 2—E. W. Lutz, General Mortgage 
Corp., Longview, Wash.; Felix M. Davis, 
Seattle-First National Bank, Seattle; Ernes: 
Gohrband, United States National Bank, 
Portland. 

No. 3—Richard Wright, Seattle First 
National Bank; Lowell M. Baker, Anthony, 
Baker & Burns, Spokane, and Abram B. 
Merritt, Federal Reserve Bank of San fr...- 
cisco, Seattle Branch. 

No. 4—Clifford C. Olson, Pacific Fizs: 
Federal Savings and Loan Association, 
Seattle; Fred J. Ahrens and Louis E. Keiler, 
Seattle-First National Bank, Seattle. 

No. 5—James Eddington, Mortgage Fi- 
nance Corp., Seattle; George D. Barclay, 
Mortgage Finance Corp., Tacoma; Leonard 
Downie, Mortgage Finance Corp., Seattle, 
and Dean Vincent, Jr., Dean Vincent Inc., 
Portland. 

No. 6—Hugh F. Cheesman, Seattle Trust 
& Savings Bank, Seattle; Roger C. Ander- 
son, Harry H. Olson, Inc., Seattle; Harry 
L. Shaw, Olympic National Life Insurance 
Co. Seattle; and Clarence A. Berg, Peoples 
National Bank of Washington, Seattle. 

No. 7—Robert E. Blackbourn, Carroll, 
Hedlund & Associates, Inc., Seattle and 
Hart Rutledge, First National Bank, Belle- 
vue, Wash. 

No. 8—F. N. Thomas, Sun Life Assur- 
ance Co. of Canada, Portland, Ore. and R. 
C. Moller, Murphey-Favre Mortgage Co., 
Spokane. 

No. 9—V. O. Stringfellow, Coast Mort- 
gage & Investment Co., Seattle; and Ken- 
neth J. Morford, Burwell & Morford, Se- 
attle. 

No. 10—J. D. Hone, Metropolitan Mort- 
gage Company, Seattle; Herbert A. Lan- 
deen, Continental, Inc., Seattle and Ben J. 
Smith Jr., Seattle Mortgage Company, 
Seattle. 


operations for evidence of the atirac- 
tiveness of the FHA interest rate. As 
1951 FHA insured mort- 
gages on 335,000 During the 
first three months of this year our field 


I said, in 
units. 


IN NEW YORK (left): Lewis P. Grinnan, Jr. and A. G. 
Wallace, Lewis Grinnan Company, Dallas; Center, Walter |. 
Gill, Alexander Summer Mortgage Co., Newark, and Clyde 
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IN SEATTLE: Ross P. Williams, The 
National Bank of Commerce of Seattle, and 
George D. Barclay, Mortgage Finance 
Corp., Tacoma. 


offices have received applications at 
a rate over 20 per cent higher than 
during the same months a year ago. 

“From a volume standpoint it 
would appear that the FHA interest 
rate is attractive. 

“The interest on home 
insured by FHA is 4% per cent and 
on project mortgages is + per cent. In 
today’s market such yields are com- 
petitive with high grade bond yields, 
even after liberal deduction for serv- 


mortgages 


icing. 

“There are, 
changing trend in 
with banks 


increasingly in- 


however, signs of a 


mortgage invest- 


ments, and trust com- 
panies becoming 
purchasing insured 
mortgages. New have 
opened up with pension fund inves- 
Here are substantial sources of 
mortgage money that are indicating 
by large purchases that the yield on 


FHA-insured mortgages is attractive.” 


terested in 


outlets also 


tors. 


T. B. King of the VA made the 
same vigorous defense for the 4 pe: 
cent guaranteed loans: 

“We have 
conscientiously all of the arguments 
advanced by the advocates of 2 higher 
“We have 
many of the argu- 


studied carefully and 


rate,” he said. 
that 
ments presented carry a considerable 
degree of validity, although others do 
not, in our opinion. But after match- 


interest 


recognized 


ing their aggregate weight against the 
counter arguments and factors which 
rust be taken into account, they fall 
‘ar short of proving that an increase in 
the GI 4 per cent rate is justifiable. 
We are left with the conviction that 


an increase in the interest rate would 


be premature and unwarranted in the 


light of the immediate situation. Con- 
cededly, GI 4 per cent loans are more 
difficult to obtain in many communi- 
ties than in the peak period of 1950 
when a very large flow of private 
capital, swelled by a flourishing ‘Fan- 


IN SEATTLE: Albe:t Balch and J. E. 
Anderson, both First Mortgage Company, 
Seattle. 


L. Powell, FHA, Washington, D. C.; Right, H. E. Peterson, 
The Life Insurance Company of Virginia, Richmond, and 
Itenry Beach, W. B. Leedy & Company, Inc., Birmingham. 
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SEEN IN SEATTLE: No. 1 


Mortgage Finance Corp., Seattle. No. 3— 
Seattle. No. 4 


ny May 


program, made GI } per cent loans 


purchase and commitment 


an abundant commodity in many 
parts of the country 

gut the decline in comparison with 
the record year 1950 cannot obscure 
the fact that veterans are still able 
to obtain approximately 25,000 GI 
+ per cent loans each month for the 
nation as a whole 


Moreover, it is significant that re- 


Robert Keever, Vern Brice 
and C. R. Kelleran, White & Bollard, Inc., Seattle. No. 2— 
R. R. Jacobson, Bank of Eastern Idaho, Boise and MBA 
President Aubrey M. Costa, Dallas; center, Leonard Downie, 


Irving S. Smith, Continental, Inc., Seattle; 





A session in 


cent appraisal requests for proposed 
construction have nearly tripled the 
low reached in the summer of 1951 
t» an average of more than 20,000 
units a month in the first quarter of 
this year. The revival in appraisal 
request activity is a sure harbinge 
of an improved GI loan volume overt 
the next few months. It is safe to con- 
clude that the appraisal requests sub- 
mitted in the past two or three months 


W. A. Clarke, W. A. Clarke Mortgage Co., Philadelphia; 
Thomas E. Lovejoy, Jr., The Manhattan Life Insurance Co., 
New York; Don Hedlund, Carroll, Hedlund & Associates, 
Inc., Seattle; and (seated) Frank D. Richards, FHA Commis- 
sioner; HHFA Administrator Raymond M. Foley; and T. B. 
King of the VA 


reflect the availability of private capi- 
tal for housing projects which are now 
being put under construction. 

“In fairness, we recognize that sev- 
eral qualifications must be borne in 
mind in evaluating the current rate 
of GI loan and appraisal request ac- 
tivity. 

“In the first place, the GI loans 
now being originated are not distrib- 
uted evenly by geographic areas. A rel- 





IN LOS ANGELES: Left H. J. Mendon, California Bank, 
Los Angeles, and William A. Marcus, American Trust Com- 
pany, San Francisco. Right, Wallace Moir, Wallace Moir 
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Company, Los Angeles and John A. Davis, La Mesa-El Cajon 
Savings & Loan Association, La Mesa, Calif. and N. P. 
Thomson, North County Investment Corp., Oceanside, Calif. 
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SPEAKERS TABLES ACROSS THE COUNTRY: 
Top, left wing of the Los Angeles Clinic luncheon 
speakers table and below, right wing of same; two 


atively greater supply of money is com- 
ing from the northeastern part of the 
United States where investment capi- 
tal is most heavily concentrated, and 
to some extent from the larger urban 
centers in other sections of the coun- 
try. 

“We also know that an indetermi- 
but undoubtedly — substantial 
number of loans and appraisal re- 
quests involve discount arrangements 
of one kind or another, reflecting the 
per cent 

varying 


nate 


sub-par market for GI 4 
which obtains —to a 
degree of discount 
You 
however, that we 
most to so effectuate our appraisal 
responsibilities that the veteran will 
indirectly for such 
higher 


loans 
in many parts of 
assured, 


the country. can be 


are doing our ut- 


not have to 
discounting 


pay 
through sales 
prices. 
“But even after taking these quali- 
account, the current 


fications into 
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situation is certainly not grave enough 
to justify any step as drastic as an 
increase in the GI 4 per cent rate. 

“Ultimately, of course, whether we 
are realistic in our estimate of the 
intangibles upon 
predicated our defense of the main- 
cent rate de- 


which we _ have 
tenance of the 4 per 
pends primarily upon who has the 
correct analysis of future develop- 
The 
evaluation of the significance of cur- 
rent trends and what they portend 
for the mortgage market 6 months or 


ments in the mortgage market. 


more hence holds the key. 

“It is our conviction that inescap- 
able influences are working toward 
a gradual improvement in the mort- 
supply situation, including the 
mortgage supply available for VA 
guaranteed 4 per cent loans. Many 
will say that I made almost precisely 
the same prediction a year ago and 
that that prediction has not been 


gage 


lower photos show both wings of the speakers table 
at the annual luncheon which the New York MBA 
holds in connection with MBA’s New York Conference. 


confirmed in the market. Admittedly, 
the improvement in the market to 
date has hardly borne out my augury. 
The failure of that prediction to ma- 
terialize, however, is traceable mostly 
to a matter of timing rather than to 
any fundamental error in analysis of 
the basic influences which are at 
work in shaping the future of the 
market. In restrospect, I 
believe we tended to 
the lapse of time need to offset the 
counterbalancing force of several im- 
portant factors affecting the supply 
of mortgage money. 


mortgage 
underestimate 


“Government bond _ yields—which 
we continue to regard as the only fair 
basis of comparison with the GI 4 
per cent loan in terms of an alterna- 
tive investment —are beginning to 
show signs of softening from the peaks 
reached last December or January. 
The average yield on long term bank- 


Continued page 43 























Milford A. Vieser Is Elected President 
of New Jersey MBA for Coming Year 


Milford A. Vieser, vice president of 
The Mutual Benefit Life Insurance 
Company, Newark, was elected presi- 
dent of the New Jersey MBA at their 
annual meeting, 
succeeding Addi- 
son K. Barry of 
National Newark 
& Essex Banking 
Company. Other 
officers named 
were: first vice 
president, Leslie 
M. Steele, execu- 
tive vice president 
of the Underwood 
Mortgage & Title 





Milford A. Vieser 


Co., Irvington; second vice president, 
Francis R. Steyert, South Orange 
Trust Co.; treasurer, Frederic S. 


Bayles, vice president, Garden State 
National Bank, West 


Englewood. 


Board Members Named 


Harold O. Merz, secretary of the 
United States Mortgage & Title Guar- 
anty member of the 
board of governors. Re-elected to the 
board are Philip N. Zinman, South 
Jersey Mortgage Co., Camden; Fred- 
erick Hoffman, Harmonia Savings 
Bank, Elizabeth; Peter F. Pasbjerg, 
Newark mortgage loan correspondent, 
and Benjamin Fairbanks, United 
States Savings Bank, Newark. 


Co., is a new 


In his address at the meeting, Vieser 
said there was an urgent need for a 
complete review of the entire field 
of home building and mortgage fi- 
nancing. 

“The nation is in the declining 
months of one of the greatest building 


and mortgage booms in our history. 
Home ownership has increased 54 per 
cent since 1940 and now stands at 
the highest per cent to population ever 
achieved by this country or any na- 
tion. 


“The great building and real estate 
activity has been brought about to a 
large extent by the fiscal policies of 
our government, and the expansion 
of the insured mortgage program of 
the Veterans Administration and the 


Federal Housing Administration. In 
no area of our economy has the infla- 
tionary trend been as conspicuous as 
in real estate and its allied fields. 





Carton S. Stallard presents testimonial 
scroll to retiring president Addison K. Barry 
in recognition of his services during 1951- 
52 term. 


“Each period brings some new 
achievements and some new situations. 
The depression period of the 1930s 
brought great difficulties to real estate 
and mortgage investments. These dif- 
ficulties, however, stimulated a review 
of our national mortgage practices and 
out of these problems came many 
long-needed revisions of our mortgage 
procedure. 


“The present period has brought 
much good to American real estate 
and much progress to the field of 
realty finance. It has also brought 
forth new and serious problems. 

“The influence of the federal gov- 
ernment on real estate and mortgage 
loans has been gradual but sustained. 
In a period of less than 20 years our 
industry has gone from one of com- 
plete private enterprise to one of sub- 
stantial socialization. 


Under Tight Control 


“Today we conduct the business 
of American real estate under a sys- 
tem whereby the government deter- 
mines the number of houses to be 
built, the number to be private or 
public, the type of house, the size of 
the house and the amount of down- 
payment on purchase. Rents on almost 
all rental units are controlled and can 
be increased only by governmental 
permission. The government controls 
the volume of mortgage credit and 
exercises great influence on all inter- 
est rates and, in the instance of 
insured loans, the interest rate has 
been rigidly fixed by the government. 


“Just as the problems of the de- 
pression stimulated a long-needed re- 
view of our business so should the 
problems of the inflationary period 
stimulate a review of our present prac- 
tices and a re-examination of the 
effect of governmental controls and 
policies on American real estate. Some 
few regulations may still be needed 
to restrain inflation, but war-time need 
for real estate regulations need not 
become a permanent part of our life. 
I am an optimist, I am confident that 
we have the ability to preserve the 
gains we have made and to make con- 
tinued betterment and progress for 
our citizens and for our industry with- 
out giving up our freedom.” 





AT THE NEW JERSEY MEETING, left to right: John W. 
Kempson, Newark Evening News; Frank J. Lammerding, FHA, 
Newark; James McCarthy, New Jersey Realty Title Insurance Co., 
Newark; Richard S. Whitesell, FHA, Newark; Arthur M. Muller, 
The Trust Company of New Jersey, Jersey City; J. Raymond 


Prideaux, president, New Jersey 
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y Association of Real 
Boards, Morristown; Ralph W. Scheffer, Federal Reserve Bank, 


Estate 


New York; Peter J. Fallon, FHA, Newark; back row: Leslie M. 
Steele, Underwood Mortgage & Title Co., Irvington, N. J.; Mr. 
Vieser; Dr. Courtney C. Brown, Standard Oil Company of New 
Jersey; Mr. Barry; Warren J. Lockwood, FHA, Washington, 
D. C.; Carton S. Stallard, Jersey Mortgage Company, Elizabeth, 
and Fredric S. Bayles, The Garden State National Bank, Teaneck. 
Dr. Brown addressed the meeting. 
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Foley Tells Detroit MBA Spring Clinic 
to Expect No Change FHA - VA Rates 


Featured by the presence of federal 
housing and VA officials, from the 
topmost to managers and section heads 
of the local offices, Detroit MBA con- 
ducted the most successful in its series 
of spring clinics. 

Raymond M. Foley, HHFA Admin- 
istrator, returned to his home city 
following a tour over the western flood 
areas, to close the all-day meetings 
with an address at the dinner. He 
told the Detroit mortgage bankers 
that, whereas in January it appeared 
that there would be 800,000 housing 
starts in 1952, it now seems probable 
that the figure will approach a million 
starts, with sufficient private funds in 
the mortgage market to support that 
program. 

He reiterated a frequently repeated 
statement that there is no present in- 
dication of a change in either the 
FHA or VA interest rate. 

“The rate of 4% per cent for Title 
II or Title IX operations ought to be 
an effective rate,” he said. “Nor is 
there any necessity at this time for a 
change in Regulation X.” 

Foley reaffirmed his belief that hous- 
ing is the duty of private enterprise 
and that the duty of the government 
is to assist, and not supplant private 
enterprise. In lauding the housing 
progress of the past twenty years, he 
emphasized that it must be measured 
against what remains to be done, 
citing as instances of the latter, better 


AT DETROIT MBA’S SPRING CLINIC: Participants, in- 
clude, left, seated, George A. Bremer, Washington, FHA Zone 
Commissioner; Mrs. Stella Sheehan, FHA Detroit Office; George 
W. Zinky, Michigan State Director of FHA; Carl Whitney, Wash- 

rvisor, FHA. (Standing) Fred Sturm, 
illiam Stepek, Detroit Trust Co., mod- 


ington, Underwriting Su 
FHA chief architect; 
erator; and 
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Harry M. Steffey, Assistant State Director FHA. 


homes, elimination of slums, better 
homes for our minorities (“what ne- 
groes need is not only housing but 
living room”), housing for the aged, 
larger homes have too many 
2-bedroom homes and ‘efficiency 
homes’”), meeting the problem of 
dispersal—the fringes of cities, 
and the real basic problem,“what is 
in my opinion the unnecessary high 
cost of housing.” 

Walter Gehrke, former MBA re- 
gional vice president, who presided, 
told the group that he considered 
Foley the man chiefly responsible for 
the success of FHA nationally. Gehrke 
referred to the early days of FHA in 
Michigan when Foley, as state direc: 
tor, undertook the job of selling FHA 
to lenders, builders and the public. 


“we 





our 


“It was a tremendous job of educa- 
tion,” Gehrke said, “but its accom- 
plishment, along with his sound ad- 
ministration, convinced the lenders; 
and the rest of the nation, observing 
the success in Michigan, gradually fell 
in with the program. For these and 
other reasons, Mr. Foley is ideally the 
man above all others to head the 
Housing and Home Finance Agency.” 


Benton B. Wolfe, president of the 
First Mortgage Corporation of De- 
troit, proposed that FNMA obtain 
funds through the sale of debenture 
bonds to institutional investors. Wolfe 
contended that a debenture operation 





oi this type would merely change the 
fosin o: the mortgage investment, and 
not its substance. 

“The substance,” he explained, “‘is 
the FHA or VA guaranteed mort- 
gage.” He proposed also a central 
mortgage bank to warehouse and dis- 
count only government-insured loans 
and “thus eliminate the feast or fam- 
ine requirements of investment insti- 
tutions, and also eliminate the need 
for large insurance firms to commit 
ahead for ‘futures’ for mortgages.” 
(For more complete report, see page 
14 of this issue.) 

Fred C. Hasselring, acting loan 
guaranty officer of the Detroit VA 
Regional Office, defended the VA 
4 per cent interest rate. 

“While it is true that the interest 
rate itself has been unchanged at 4 
per cent, it is not true that the GI 
itself, in terms of investment 
net yield, has remained 
“What is 


ad- 


loan 
caliber or 
static,” Hasselring stated. 
overlooked is that the intrinsic 
vantages of the GI loan to the inves- 
tor have been greatly enhanced over 
the past several years in a number of 
important ways. One was the passage 
by Congress in 1948 of the incontest- 
able clause. Another was the change 
liberalizing regulations covering the 
acquisition of properties so that the 
VA would accept a conveyance of 
property without requiring the holder 
to evict the occupants. The provisions 
relating to quality of title were liber- 
alized whereby VA will take a title 
which is acceptable to informed buy- 


(Continued page 43) 


Right: seated, D. M. Irwin of Detroit Branch Federal Reserve 
Bank; James Schwerin, examining section VA; Fred C. Hassel- 
bring, acting loan guaranty officer, Detroit VA; Standing, Benton 
B. Wolfe, Detroit, First Mortgage Corp.; Leo F. Drotshagen, 
Detroit Peoples Federal Savings & Loan Association, moderator; 
and Arthur F. Bassett, President, Detroit MBA. The meeting was 
one of largest the Detroit Association has sponsored. 








gee way you figure it, pod’ner, 
whether by just looking at the 


map or listening to what the natives 


say, Texas always comes out the big- 
part United States 
Chat’s the viewpoint Texans have for 


of these 


gest 
them at home it’s 
Break down the big 
Texas into pieces and the 


export; and with 
a firm conviction 
state of 
mortgage piece is one of them. That’s 
big, 
from 


pretty too, as the foreigners 


anyone outside the state—who 
were lucky enough to get in on the 
36th annual convention of the Texas 
MBA at 
themselves 
big—500 from 26 states and the Dis- 


But mostly it 


Galveston discovered for 


rhe convention was pretty 
trict of Columbia. was 
Texans from just about everywhere 
in Texas. The state has the largest 
association in the 
short of the 


regional mortgage 


country and anything 


largest regional mortgage meeting 


wouldn’t do for any Texan, no suh. 


\ mortgage man might—just might 

catch every MBA meeting over the 
country but he would still be shy an 
unforgettable experience for his col- 
he had failed to catch up 
with the convention the Star 


Staters put on every year. This year, 


lection if 
Lone 


TEXAS OFFICERS and some MBA people. 
Soniat, J. DuVal West, H. A. Crabb, G. R. Swantner, MBA Presi- 
dent Aubrey M. Costa, MBA Vice President Brown L. Whatley 


Hotel Gulf of 
Mexico in quaint, picturesque Gal- 
veston was the place. There was, first 
of all, an abundance of the 
brand of hospitality and an expertly 
mixed with 
any two 
other this 
is Texas where everything has to be 


Galvez, facing the 


Texas 
put-together program, 
entertainment for 
But, again, 


enough 
conventions. 


bigger than anywhere else. 

In any event, it was quite a sched- 
ule of things to do, see, hear and go to. 
The evening preceding the opening, 
the title insurance section of the Texas 
Title staked their 
claim and delivered a party with the 
flavor and spirit of Texas. Following 


Association out 


noon, there were cocktails and lunch- 
eons for both men and _ ladies—the 
former with MBA Washington Coun- 
sel Samuel E. Neel reporting from 
the capital, and the latter in Gal- 
veston’s famed Balinese Room with 
cook books and all sorts of favors for 
the ladies. By that the Texas 
spirit was really ready to go and it let 
with a big Gay Nine- 
Evidences 


time 


go that night 
ties Ball on Pleasure Pier. 
of it will be found elsewhere in this 
issue. Next day 
same, cocktails and another big lunch- 


it was more of the 


Left photo, Al and J. W. Jones. 


eon, this time with the ladies and 
men out to hear Clayton Rand, hu- 
morist and publisher of Gulfport, 
Miss., who was doing a repeat per- 
formance at this Texas affair. That 
night it was still more, another dinner 
and dance at Hotel Buccaneer down 
the beach a block from the Galvez. In 
between all this were smaller recep- 
tions and parties and superimposed 
over it all was a program about the 
mortgage business, a full and serious 
program. 

Programs—-almost any kind of pro- 
gram in Texas—get started with The 
Eyes of Texas. Carroll L. Jones of 
Corpus Christi, “The South Texas 
Songbird,” led it and for the 36th 
time another MBA meeting 
was off. 


Texas 


What was new, mortgage-wise, in 
Answer: judging from the 
tone and substance of the speeches 
and the discussion, the same things 
were new there that are new where 
you News of Fanny May’s ex- 
haustion of funds came as the con- 
vention was getting started and the 
opinion seemed to be that this was 
likely the end of that, except for 
Title IX, Wherry loans, etc. Interest 


Texas? 


are. 


To the right, about the same group (with 
Samuel E. Neel, seated left, and Cecil Sisson, standing right) in 
fancy straws presented to them for Gay Nineties Ball. 














t 
ea? 


NO IDLE MOMENTS AT TEXAS MBA MEETINGS: Top 
group, Fred L. Flynn presents Mrs. Alvin E. Soniat, wife of retir- 
ing president, with gift. Right, time out for some food at buffet 


dinner at Gay Nineties Ball. 


Center group: Left, San Antonio at the Ball, Mr. and Mrs. 
Jesse S. Jones, Mr. and Mrs. James E. Klaver and Mr. and Mrs. 


perked up with reports of a better 
funds in the 
East; but, as Texans were quick to 
point out, the concentration of in- 
vestment funds is in the East and 
money would have to become consid- 
erably more available for it to reach 
their section of the country. There’s 
a lot of money in Texas but the state 
is growing fast and constantly needs 


volume of mortgage 


more and more financing for its grow- 
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DuVal West. 


lead. 


ing industries and its housing. 
Getting down to specific cases, here 

are some of the things Texas MBA 

members heard from the rostrum: 


Said Dean G. Rowland Collins of 
the graduate school of business ad- 
ministration of New York University: 
“Don’t put too much faith in these 
high personal savings there is 
likely to be between 18 to 20 per cent 


A. H. Cadwallader, Jr. 
Paul Crum, Mr. and Mrs. Dudley Brutsche and Mr. and Mrs. J. 


Right, Dallas at the Ball, Mr. and Mrs. 


Lower group: Left, Owen M. Murray deciding on what to eat; 
and right, the grand march with the Soniats and Crabbs in the 


less new investment funds in 1952 
as against 1951. We have just com- 
pleted a full year of ‘inflationary lull.’ 
If business really goes into a recession 
the government will act fast to prime 
the pump. . .. We may well find that 
these higher interest rates are only a 
temporary phenomenon .. . the econ- 
omy is in a rather bad spot . . . too 
long we have operated on a spend as 
you go policy. ...” 
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R. B. Patrick Alvin E. Soniat Franklin D. Richards 
selective buying a good Texas year “rate is attractive” 
Said R. B. Patrick. financial vice VA rates are not now effective be- 
president, Bankers Life Company, Des cause they are not competitive with 
V oine “The easy money and low the rates which investors can secure 
interest rate era ended a year ago and__on other types of investments and they 
there is nothing in the foreseeable have a responsibility, whether they 


future to make a significant change 
Investors, 
the 


will 


probable or desirable 
heavily committed for 


1952, 


though 
remainder of nevertheless 


have ample funds for creditworthy 


ventures. Treasury borrowing could 
be very inflationary if the new bonds 
are not sold extensively outside the 


commercial banking system. Any real- 
istic program to accomplish this must 


include higher interest rates.” 

Said MBA Aubrey M. 
Costa for the 1931 a 
Texan was speaking for the national 
MBA at a Texas MBA convention 


“The defense housing program is se- 


President 


first time since 


riously hampered because of the main- 
the 
interest rates on FHA mortgages that 


tenance of a frigid freeze on 
were designed to provide financing for 
It has been difficult 
to encourage funds into the market to 


defense housing. 
buy the 4 per cent G.I. loans as the 
rates on other investment items com- 
for the 


upward 


steadily 


FHA 


peting funds have 


and 


Present 


moved 


rj 
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Willing bartenders Robert L. Saville, of 
Lawyers Title Insurance Company, New 
York; and Sterling Adams of the Marine 
Midland Trust Company, New York. Right: 
George McIntosh, of McIntosh & McIntosh, 
Inc., Arlington, Va., preparing to draw his 
sword with Lennox Carruth of Republic 
Insurance Company, Dallas, seemingly un- 
alarmed. All this at Gay Nineties Ball. 
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be life insurance companies, banks, 
savings and loan institutions or others, 
to invest their policy holders’ or de- 
positors’ funds on the most advan- 
tageous plan, provided, of course, the 
security is considered adequate. 
“Actually, a small increase in the 
interest rate would cost the borrower 
little and would enhance his 
opportunity of owning a home. On 
an $8,000 25-year mortgage, an in- 
the 
only raise the 
monthly installments $1.12 and to 
raise the rate ¥2 of | per cent would 
make the monthly $2.24 
larger. As a result of the failure of 
the government agencies, who have 
the authority to do so, 
creased interest rates, a large part of 


very 


crease of % of 1 per cent on 


interest rate would 


payment 


to allow in- 


the home financing is being done with 
uninsured mortgages for the 
that they can be handled at slightly 
and 


recognize there has been a slight in- 


reason 


higher interest rates borrowers 


crease in the value of money.” 


—S 






G. Rowland Collins 


“lull in inflation” 


Said William F. Keesler, vice presi- 
dent, First National Bank of Boston: 
“We have had a lot of inflation and 
we have FHA and VA 
prove themselves under adverse con- 
ditions. If we went back to the 
days of Fanny May forward commit- 
ments we would get a lot of unsound 
building, I am afraid... .” 

Said FHA Commissioner Franklin 
D. Richards: “Another million-start 
year may be in the making and 1952 
is going to be a good home building 
and home financing year. Title VIII 
has been outstanding in Texas—19 
projects for $61,000,000 so far. Better 
housing per dollar is being produced 
in Title VIII than in any other 
program. FHA interest rate too low? 
In my opinion the rate is attractive.” 

Said Allen Brockbank, president of 
the National Association of Home 
Builders: “Give us the money and we 
will build the homes. Financing con- 
trols the amount of homes we build- 
more so than materials. This is a year 
for builders to stay close to shore 
they should have their commitments, 
they should have their financing be- 
it is now 


VA 


yet to see 


fore they venture out 
suggested that we 


being give 














made mortgage loans. 





A conservatively-minded mortgage originator in the progressive State 
of Mississippi invites the consideration of investors in conservatively- 


KIMBROUGH INVESTMENT COMPANY 


FLOYD R. KIMBROUGH, President 
FHA APPROVED MORTGAGEE 
263 EAST PEARL STREET, JACKSON, MISS. TEL. 5-3445 
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Thomas E. McDonald 


standardization needed” 


buyers plans and specifications. . . . I 
say that would be a foolish, imprac- 
tical thing te do. Public housing 
is a cancerous growth and I urge you 
to fight it for all you can. No city 
should be allowed to accept payments 
in lieu of taxes unless the people vote 
for it. We must end this tax exemp- 
tion of public housing. . . . 

Said Norman H. Nelson, Vice Pres- 
ident, The Minnesota Mutual Life 
Insurance Company, St. Paul: “You 
have been operating at peak periods 


” 


for some time now, a somewhat dull 
period might be healthy . . . for 4% 
per cent loans the market will be good 
but not up to the standard of former 
There’ll be a good market for 
little 


years. 
conventional loans but interest 
in VA loans... .” 

Said P. N. Brownstein, Veterans 
Administration, Washington, D. C.: 
“The maximum rate for VA loans is 
going to stay at 4 per cent, of that 
No money for VA loans 
VA loans are being made 


I am sure. 
is not true 
every day and we expect to see a 
gradual first 
two months of this year the VA got 
appraisal requests for proposed con- 


improvement. In the 


struction on 20,000 units, an increase 
of 40 per cent. One out of 4 or 5 VA 
loans depended on Fanny May, so we 
will, it is true, see the effects of the 
Prospects are good for 
Savings will 


withdrawal. 
continued high savings. 
exert investments 
and it will help VA loans.” 


more pressure on 
There were questions after every 
As a sample, here’s a part 
of how it went after the discussion of 
“The Mortgage Prospects for 1952”: 


session. 


Comment by D. L. Treadway, In- 
vestors Diversified Services, Inc., Dal- 
las: “Frankly [’m as confused as the 
little boy who dropped his chewing 
gum in the hen house.” 


The Mortgage Banker for June, 1952 


William Keesler 


“yet to prove themselves” 


MBA President Aubrey M. Costa: 
“Well, let’s see about the VA 
as far as this group is concerned. How 
many correspondents here can sell a 
VA loan at par—let’s see a show of 
hands. (No hands.) 

Query by Moderator John F. Aus- 
tin, Jr., to Norman H. Nelson: “Well, 
Mr. Investor, how do you feel about 
this VA loan matter... ?” 


loan 


Nelson: 
or three VAs out of every 20 loans 
use a quota system. We 
9714, for 


“We're buying one, two 


we buy—we 
are paying 98 for 20 years 
longer.” 

Brockbank: “Out on the West Coast 
[ found 96 the farther you get 
from New York, the bigger the dis- 
count. In some Eastern cities, it’s 99, 
sometimes par.” 


“And 


weakening in the 


Austin: there has been a 


market in recent 
b> 


weeks. 


Richards: “As to Fanny May out 
of the market, it should not have too 
great an effect on FHA. Recently only 
about 11 per cent of its portfolio was 
FHA, mostly the old 603s... .” 


MBA President Costa 


“an equitable rate” 





President Costa: “What we face is 
widely different conditions in differ- 
ent areas of the country; money is 
just not as available in some parts 
of the country as in others.” 

Moderator Austin (to Brockbank) : 
“Now, Mr. Builder, tell us how we as 
mortgage lenders can improve mort- 
gage financing. We know 
what we ought to do.” 

Brockbank: “I have said that the 
builders will build the houses if we 
get the financing but I cannot tell you 
how you can make your financing 
That is your field; I 
do not have the answer as to where 


want to 


operation go. 


improvement can be made.” 


And, as at all conventions. a new 
administration bows out and another 
takes over. H. A. Crabb, H. A. Crabb 
& Co. of Houston, was elected presi- 
dent for the 1952-1953 year to suc- 
ceed Alvin E. Soniat of J. E. Foster 
& Son of Fort Worth, widely ap- 
plauded for a good job at the Texas 
helm. J. W. Jones of Jones-West 
Mortgage Co., Dallas, and G. R. 
Swantner, G. R. Swantner Investment 
Corp. of Corpus Christi, were named 
first and second vice presidents—that’s 





930 E. SPEEDWAY 


NOW PLACING 
LOANS AT 
S% 


Owner occupied homes 
Complete servicing facilities 


MORTGAGE AND INVESTORS CORP. OF ARIZONA 


TUCSON, ARIZONA 

















Clayton Rand 


“sad faces, gay behinds” 









Top, one of the Texas luncheons and, right, one of the cocktail affairs on the Galvez 


terrace preceding the luncheons. 


Below, group at the Buccaneer dinner closing the 


Convention and, below, some of the Texas officers again, the Wests, Mr. Swantner, the 


Soniats, Crabbs and Joneses. 


Texas MBA 


That resulted from 


two instead of the three 
customarily elects 
a change in by-laws which committee 
chairman A. W. Henderson proposed 
at the annual! meeting. Reason: Texas 
MBA thought it might have been a 
little top heavy on the vice president 
with two. 


could get along 


and 
Nominated by 
J. D. Ansley 


for terms expiring in 1955: 


side 
committee chairman 
were these for directors 
John F 
Austin, Jr., T. J. Bettes Co., Houston; 


E. P. Bennett, Massachusetts Mutual 
Life Insurance Co., Dallas: Ancel E. 
Greene, Ancel E. Greene & Co. Ltd.. 
Waco; O. P. Lockhart, O. P. Lock- 
hart Co., Austin; W. Cecil Sisson, 
W. Cecil Sisson Mortgage Co., Hous- 


ton. And re-elected with considerable 


enthusiasm for secretary and treas- 


42 


urer for the new year was J. DuVal 
West of Jones-West Mortgage Co. of 
Dallas, who has had a big hand in the 





























these Texas MBA affairs 
and has had some valuable assistance 
himself from Jones-West’s own Ruth 


Cooper. 


success ol 


With Soniat joining the ranks of 
past presidents, this advisory board 
went to 15, just five fewer than the 
MBA Past Presidents Advisory Coun- 
cil and there has also been only three 
fewer Texas conventions as against 
MBA’s. They include Fred L. Flynn, 
J. D. Ansley, D. L. Treadway, T. A. 
Robinson, Jr., A. H. Cadwallader, Jr., 
Donald C. Fitch, J. E. Foster, Jr., 
A. R. Cline, T. A. Blakeley, Aubrey 
M. Costa, C. G. Benham, W. A. Mc- 


Kinley, O. M. Murray and A. Y. 
Creager. Missing this year and sin- 
cerely mourned by every Texan and 


every mortgage man who ever knew 
him was Frank Wolff of San Antonio, 
whose untimely passing occurred the 
day before the Convention opening. 
He, had headed MBA, 
had sat on MBA’s board and was a 
leader in progressive thought in the 
mortgage field. 

The past presidents were recognized 
this year with plaques attesting to 
their service to the Association. And 
next year an outstanding member of 
the Association will, for the first time, 


too, Texas 
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receive an award of recognition, simi- 
lar to MBA’s annual award. Donald 
C. Fitch made the announcement at 
the annual meeting. It is being estab- 
lished by J. E. Foster, Jr., in tribute 
to his father, one of the state’s out- 
standing mortgage 
It will consist of a plaque to 
be added 
year and passed along from one re- 


real estate and 
men. 
which a name will every 
cipient to another as the award is 
made. In addition gold 


watch for the member honored. 


will go a 


So that about does it for the 36th 
annual Texas MBA Convention. It’s 
a safe bet that the 37th—no date and 
will be another unforget- 
those lucky 


place yet 
table 
enough to get in on it. 


experience for 


ROBERT KISTLER NEW 
GREATER MIAMI HEAD 


Robert W. Kistler of the C. W. 
Kistler Company has been elected 
president of the Greater Miami MBA, 
D. R. Mead of the D. R. Mead & 
Company, Miami Beach, was named 
vice president and William Randol of 
National Title Insurance Company 
was elected secretary and treasurer. 
New directors include Stanley P. Fos- 
gate, Lon Worth Crow Company, J. 
Dudley Johnson, R. K. Cooper, Inc. 
and J. A. Henderson of City Mortgage 
& Loan Company. 


ORVILLE GORE NAMED 
IOWA MBA PRESIDENT 


Orville Gore, assistant vice president 
of Iowa-Des Moines National Bank, 
Des Moines, was elected president of 
the lowa MBA. 

Gore succeeds William E. Hey, Dav- 
enport. 

M. N. Baird, Des Moines, and R. T. 
Lindeberg, Fort Dodge, were named 
vice president and secretary treasurer, 
respectively. 


DETROIT MBA 
(Continued from page 37) 
ers. The 1 per cent allowance, even 
though because it was in lieu of cer- 
other 
not increase the 
the full point, effected an additional 
The 60%—$7,500 
guaranty built in an added element of 


tain originating charges it did 


lender’s income by 


profit incentive. 
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strength, as did the establishment of 
minimum construction requirements.” 

Harry M. Steffey, assistant Michi- 
gan FHA state director, explaining 
the causes of processing delays fo 
which lenders are responsible, cited 
the chief one as a tendency to send 
in the papers after the CRV_ has 
expired. 

George A. Bremer, Washington, 
FHA Zone Commissioner, D. M. Ir- 
win, in charge of Regulation X in the 
Detroit Branch of the Federal Reserve 
Bank and George W. Zinky, Michigan 
State FHA Director, also spoke during 
the day’s sessions. 

Arthur F. Bassett, president of the 
Detroit MBA, presided and James E. 
Meredith was chairman of the com- 
mittee which set up the program. 


HAROLD HALLETT 


GREAT DEBATE ABOUT RATE 
Continued from page 35) 
restricted governments is NOW approx- 
imately 2.70 which is still 50 basis 
points below the net yield cited as 
typical for the GI loan portfolios of 

secondary market investors. 

“The 
yields on 
bond issues of intermediate maturity 
Since Gl 
and 


very recent decline in the 


outstanding government 
is even more encouraging. 
amortized monthly 
considerable volume of re- 


loans are 
since a 
payments in full prior to maturity 
can be expected, we believe that the 
average life of GI investments 
the 8 to 10 Con- 
sequently, a comparison with govern- 


loan 


is in year range. 


ment bonds of 7 to 10 years maturity 


would seem to measure more accu- 


rately the relative investment attrac- 
tion of the GI 4 per cent loan. 


“Since the beginning of the year, 





the yields on the two bank-restricted 
issues of 1959-1962—which amount 
to more than $8.5 billion outstanding 
has fallen 2.62 to a little 
over 2.40 currently. We recognize 
that the sharp fall in yields on the two 
issues reflects the market anticipation 
of the higher prices which will result 
when commercial banks become eli- 
gible bidders for the two issues. 


from 


“No one, of course, can be certain 
of the trend in bond prices and yields 
during the 1952. But 
barring some change of major propor- 
tions in Treasury financing policy 
and such a change does not appear 
probable in view of present and ex- 
pected money market conditions—we 
believe that lenders will tend to view 
VA guaranteed 4 per cent loans with 
more favor as surpluses of investable 
funds continue to accumulate. 


remainder of 


“Let me ask the following questions 
of the industry to which I cannot find 
satisfactory answers. 

“Granted that the GI 4 per cent 
rate is not as high as the lending in- 
dustry would like to see, why is it 
that large secondary market investors 
such as insurance companies will not 
take any substantial numbers of GI 4 
per cent loans despite the fact that 
their average portfolio yield is still 
somewhat lower than the net yield 
obtainable from the GI 4 per cent 
loan? 

“How sound is the 
hear on all sides that the sole ques- 
tion is relative yields, when 
the defenders of the GI loan have 
gone to great pains to emphasize the 
intrinsic merits of the guaranteed 
loan which compensate greatly for its 
lower relative yield? 


assertion we 


one of 


“If relative net yield is the sole 
question at issue, how do we explain 
the reports reaching us that the mar- 











locate anywhere. 
advertisement. 


MORTGAGE COMPANY EXECUTIVE 
AVAILABLE 


Wide experience in all phases of real estate and mortgage 
financing. Originated, sold and closed mortgage loans in excess 
of $42,000,000 in past two years. Supervised servicing accounts 
of over sixty million dollars. Practicing attorney with 20 years 
experience. Held key position with FHA for three years. Will 
Present organization has knowledge of this 
Address Box 249, Mortgage Bankers Associa- 
tion of America, 111 W. Washington St., Chicago 2, Ill. 


EEE 





























ket is relatively good for blocks of GI 
+ per cent loans available for imme- 
diate delivery, but the market for 
characterized by 
Does 


investors are 


future delivery is 


substantial discounts? this not 


that now 


many 
becoming with the 


reality of mounting funds which can 


indicate 
faced concrete 
not find profitable investment except 
in GI 4 per cent loans?” 


And HHFA Administrator Ray- 
mond M. Foley joined Richards and 
King to make it a united front against 
any possibility of an increase. Speak- 
ing at the Detroit MBA Spring Clinic 
at MBA’s own Clinic in Se- 


ittle, he said 


and then 


“We have taken the position that 


FHA’s 44% per cent rate of interest 
ought to be effective. There are mul- 
tiplying signs that it will be, as we 
view it. The lower VA rate will still 


present a problem in many areas. 
Chere is presently no indication that 


either rate will be changed.” 


But the Association emphasized 
again and again the principles upon 
contention for a year has 
that to break 
VA and, to an 


markets, 


which its 


been based, namely 
jam in the 
FHA 
to be increased. An ef- 


How 


much? That question was not brought 


the log 


extent, in the these 


ought 


rates 


fective rate should be made 


to front but as an indication of the 


feeling in one part of the country, 
Moderator William A. Clarke asked 
the Seattle Clinic audience of more 


than 250 if a quarter of one per cent 
trick. 
thought that it would. The rest were 
sure that it would take a half 
the job for VAs. 


In New York, ance again in Seattle 
President 


would do the Four or five 


to do 


and Los Angeles. Costa 


pressed the cause: 


“These should be increased 


so that 


rates 
private investors will again 
be attracted to the government pro- 
grams. An increase in these rates to 


match those now obtainable from 


corporate securities will produce funds 
trom private sources to complete the 
present defense housing program and 
provide opportunities for veterans to 
FHA and 


purchase homes. Present 


VA rates are not now effective be- 
cause they are not competitive with 
rates which investors can secure in 


other types of investments—and large 


investors have a responsibility to in- 
vest and 


olicyholders’ depositors’ 
| I 


44 


funds on the most 


terms they can. 


advantageous 


“An increase in rates can easily be 
accomplished by action of govern- 
ment officials. No new legislation is 
required. So far, they have offered no 
proposal for ending the stalemate 
that has existed in the FHA and VA 
mortgage markets for more than a 
year, apparently preferring to wait 
for a change in the market. There is 
no evidence that money conditions 
are likely to ease within this impor- 
getting the defense 
housing program underway. The 
problem that exists today is as urgent 


tant period of 


as any before the country. 


“In addition to the general rate 
increases, the present defense housing 
loans should be changed so that the 
interest rate on the debentures, which 
are exchanged by FHA in 
foreclosure, should be increased from 
their present 24% per cent to a rate 
which would assure their sale at par. 
In addition, the present waste provi- 
these loans should be im- 
proved since many of the properties 
to be built under this program are in 


case of 


sions of 


remote places. 

“The only possible alternative for 
making these programs work is an 
increased appropriation from congress 
for FNMA for further purchases of 
FHA and VA 


loans by the Veterans Administration 


loans or more direct 
or advance commitments for defense 
housing loans. 

“These measures are highly infla- 
tionary and place a further burden 
on the federal budget, a step which 


should be avoided at all costs. 


“If the 
adamant in their present stand not 
is the 


federal agencies continue 


to increase these rates, there 
strongest possibility that a clamor will 
develop for more direct government 
lending in the home building field. 
This 
since actually there are ample _pri- 
but at the 


which the 


would be entirely unnecessary 


vate funds available 


present unrealistic rates 
government has set, these funds will 
continue to seek a more profitable re- 
turn in other investment media. Man- 
these the large life 
insurance companies, trust funds, sav- 
ings banks, etc., would be derelict in 
their duty if they did not take such a 


agers of funds 


view because they have a_responsi- 
bility to their depositors and _policy- 





NOT VERY 
SERIOUS 











Liza had worked from dawn to dusk 
ever since her wedding, while her husband, 
Mose, as far as anyone could see, hadn't 
moved a muscle. 

“Liza,” asked her mistress one day, 
“how can you put up with such a lazy, 
good-for-nothing man?” 

“Well, ma’am,” replied Liza, “it’s this 
way. I makes the livin’, and Mose makes 
the livin’ worth while.” 


Bill: Why did you fire that gorgeous 
secretary you had? 

Ed: She couldn’t spell—kept asking me 
how to spell every other word when she 
took dictation. 

Bill: And you couldn’t stand the inter- 
ruptions? 

Ed: Oh, I didn’t mind the interrup- 
tions—I just didn’t have time to look up 
all those words. 


“A year ago I bought a cow that was 
supposed to have held the county record 
for blessed events and nothing has hap- 
pened.” 

“Somebody must have given you a bum 
steer.” 


Dad to Small Son: “It’s none of your 
business how I first met your mother. But 
I can tell you one thing: it certainly cured 
me of whistling.” 


Three young ladies were talking about 
the vagaries of mankind, and their ability 
to put up with same. “I like clubs,” said 
one. “I’ve been a member of a perfectly 
wonderful automobile club for some time. 
It’s marvelous. You can call them night 
or day and they send up a capable, cour- 
teous, intelligent man.” 

“But Elsie,” 
“you have no car.” 

“I know,” says Elsie, “But you should 
have seen the wonderful service I was 
getting—till they found out.”—ZJnvestment 
Dealers Digest. 


purred one of the sisters, 


holders to do the best investment job 
possible. 

“In these times, with taxes at an 
all-time high and with the federal 
government more deeply in debt than 
ever before, it would be an economic 
mistake of unparalleled magnitude for 
any federal funds to come into the 
home financing field when there are 
ample private funds available.” 
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Have principals interested 
in realty investments of 
MERIT throughout the 


United States, ranging from 


$5,000,000 to $30,000,000. 


Brokers’ Cooperation Invited 


DAVID B. GADLOW 


NATIONAL REALTOR 


L110 Sutter Street San Francisco 4, California 


Member: SAN FRANCISCO REAL ESTATE BOARD e CHICAGO REAL ESTATE BOARD 
REAL ESTATE BOARD OF NEW YORK ¢ NATIONAL ASS’N OF REAL ESTATE BOARDS 











TITLE INSURANCE 


For the Real Estate Owner 
and Mortgage Banker 


A Policy of Title Insurance, in addition to its pro- 
tection against title losses, facilitates the sale and 


transfer of Real Estate and Real Estate Mortgages. 


The Company is Licensed in the Following States: 


Alabama Mississippi 
Arkansas Missouri 
Colorado Montana 
Delaware Nebraska 
Florida Tennessee 
Georgia Texas 
Indiana Utah 
Kansas Wisconsin 
Louisiana Wyoming 


and in the 
Territory of Alaska 





Issuing Agents in most principal cities—Escrow Services 


Furnished by our Home Office and by all Issuing Agents. 


KANSAS CITY TITLE INSURANCE COMPANY 


Capital, Surplus and Reserves over $2,700,000.00 
Title Bldg., 112 East 10th St. Kansas City 6, Mo. HArrison 5040 








